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PART L 

INTRODUCTORY AND DESCRIPTIVE.. 


CHAPTER I. ; 

Intkodtjctoby. 

1. Origin of the Committee . — As early as 1925 the External 
Capital Committee recommended that a full investigation should be 
made into the conditions of Indian banking. They wrote as follows :-~ 

4 ‘India possesses a vast store of dormant capital awaiting develop- 
ment, and in order to make this available for investment banking 
facilities must be increased and extended. The examination of the 
various technical measures suggested in the replies with this object is- 
outside the scope of the Committee, but we would emphasize the 
importance of a co-ordinated survey being undertaken at the earliest 
opportunity of the whole field of banking in India. This should be 
followed by a detailed examination by an expert comrahtee or ccmmiw 
tees of the lines along which progress should be effected. ”0 

2. Soon after the External Capital Committee had reported, the 
Government of India invited the provincial governments to express 
their views on various matters connected with banking, and especially 
on the best method of surveying the whole field of banking. In 
the meantime the Royal Commission on Indian Currency and 
Finance had also reported. After an examination of the replies of the 
provincial governments and of the report, the Government of India came 
to the conclusion that the establishment of the Reserve Bank of India 
and its activities through its member banks would go far to remedywome 
of the major defects in the Indian banking system, and to improve 
banking facilities generally. They therefore thought it preferable to 
postpone further enquiry of the kind previously contemplated until some 
experience of the working of the Reserve Bank of India had been gained. 

3. The Reserve Bank Bill, however, was rejected by the Legis- 
lative Assembly in February, 1928, and the question of a Banking 
Enquiry was allowed to rest for the time being. 

,*) Report of the External Capital Committee, 1925, p. 16. 

1 


( 2 ) 


4.* Both the Federation of Indian Chambers of Commerce and the 
Associated Chambers of Commerce revived the question at their annual 
meetings in December, 1928; and as a result of the discussions 
which ensued, the Hon’ble the Finance Member stated the broad 
position of the Government as follows : — 

‘‘The formation of a Central or Deserve Bank is desirable in order 


that India may be equipped with a mechanism for the control of 
currency and credit on the lines approved by modern experience. At 
the same time, the Government can only proceed subject to their being 
satisfied as to two conditions : first, that the organisation of the Bank 
is securely settled on sound lines, and secondly, that there is a measure 
of general support among the representatives of public opinion for the 
proposals. Full advantage should be taken of any interval which may 
occur before these conditions are fulfilled, and the time is again ripe for 
reviving the proposals for a Deserve Bank by inaugurating an enquiry 
into the general banking organisation of the country which is intimately 
connected with the question of a Central Bank. For a Central Bank 
is essentially the crown of the whole structure of banking in its widest 
sense, and if it is to be well designed to meet the practical requirements 
of the country, it must be adapted to the banking organisation of the 
country on which it should rest. Viewed from this angle, a banking 
enquiry will be of value in throwing light on the actual situation 
throughout the country and in instructing public opinion as to the mam 
requirements. 5> 

5. Procedure of enquiry . — As regards the procedure of the enquiry 
it w r as recognised that a Central Committee was required to lay down 
the general lines of the enquiry, to direct it, and to collate its results. 
But as conditions vary greatly from province to province and in e^fery 
province local knowledge is essential, the appointment of provincial 
committees was also considered to be necessary. 


0. Constitution of the Committee . — Accordingly in consultation 
with the Government of the United Provinces, the Government of India 
announced on June 24, 19*29, the appointment of the United Provinces 


Provincial Banking Enquiry Committee with the following members : — 
(1) Mr. E. A. FT. Blunt, c.i.e., o.b.e., 
i.c.s., Financial Secretary to the Gov- 
ernment of the United Provinces ... Chairman , 

<2) Dai Bahadur Pandit Gursewak Singh 
Upadhya, b.a., Deputy Degistrar of 
Co-operative Societies, United Prov- 
inces ... ... ... Co-operative Bx~ 

pert . 



<8) Dr. Eadhakamal Mukerjee, m.a., pIi.b., 
Professor of Economics, Lucknow. 
University ... 

<4j Mr. B. T. Tkakur, m.a., Chief Agent, 
Central Bank of India, Ltd., United 
Provinces ... 

<5) Babu Mohan Lai Sak, m.a., ll.b., of the 
firm of Messrs. Durga Sah, Mohan 
Lai Sah, Bankers, Eanikhet 

(6) Eai Bahadur Babu Mohan Lai, m.a., 
ll.b., M.L.C. 


<7) Babu Lakshmi Das, b.a., of the firm 
of Messrs. Girdhar Das J agmohan Das, 
Benares 


Indian li conomist . 


Representative of 
Commerce « 


Representative 
Indigenous Banker . 

Representative of 
agricultural inte- 
rests . 


Representative of 
urban interests . 


Dr. L. C. Jain, m.a., ll.b., ph.n. 


... Secretary . 


7. Terms of Reference . — The subjects given to us for investigation 
are embodied in the following Memorandum of lines of enquiry by 
Provincial Committees . 


“1. Tbe Provincial Committees should make intensive surveys of one or two 
selected districts in each province and a general survey of the conditions in the province 
•or areas as a Yvhole in regard to agricultural and small industries with special reference 
'to the fabric of finance. The details of the enquiries to bs undertaken should be 
•settled by the Provincial Committees themselves, but in order to facilitate' tabulation 
of the results for all India, the following main heads under which the Committees 
•-should classify the information and material collected are laid down for their guidance. 
This should not be held to debar the Provincial Committees from investigating any 
■special provincial features not covered by the heads below 7 . 

2. The main heads referred to above are 


I. — Agricultural Credit. 

(See in this connection Chapters XII and XIII cf Agricultural Commission’s 

Report.) " e 

(a) Various items of permanent improvement to land. Credit facilities required 
-and actually existing. Pates of interest and period of loans and other cr.nditii ns. Part 
-played by Imperial Ijank, joint-stGck: banks, co-operative banks and indigenous banks 
■and bankers. Scope for land; mortgage banks and for agricultural credit banks. Co- 
ordination of credit agencies. Review of system of Government loans and elimination 
of administrative defects. 

(b) Credit facilities required for purchase of agricultural implements and seed and 
other expenses of production. Facilities actually existing. Rates of interest and period 
of loans and other conditions. Effect of borrowing on disposal of produce. Pari played 
by different classes of banks and bankers. 

(<•) Present methods of marketing principal crops. Credit facilities required for 
‘financing of products during marketing. Part played by different classes of banks and 
bankers. Facilities for remittance. Use of negotiable ’instruments and scope for pro- 
motion. Reduction of duty on bills. ' 



(d) •Volume of agricultural indebtedness m province and the causes contributing 
to such indebtedness. Existing credit facilities for discharging debt. Part played by 
different classes of banks and bankers. 

(e) Agricultural enterprises and other small 1 industries in province, like dairy 
farming, gar factories, cotton ginneries, sugar refineries, etc. Possibilities of develop- 
ing cultivation or of helping cultivator to get a better return by erection of such 
factories. Credit facilities required and actmt’y existing. 

II. — Special study of working of co-operative banks and co-operative 

MARKETING* SOCIETIES. 

(See Chapter XIII of Agricultural Commission’s Eeport.) 

Extension of co-operation in durectiscn of borrowing and lending on provincial 
scale instead of local units operating separately in watertight compartments. Eelatio s= 
with Imperial Bank and joint-stock bami's. Present difficulties of financing co-operative 
societies both short and long term carpi all. Alleged competition cf co-operative barks 
with joint-stock banks. 

III. — Special study of indigenous banking. 

Collection of available information regarding indigenous banks and bankers a"d 
their methods of doing business. Shroffs, large and small, who do not usually call 
themselves bankers, should be included in enquiry. Information should comprise capital, 
deposits, cash balance, terms of advances, establishment, clientele rotation to agriculture, 
industry and trade, facilities required, relation to joint-stock barks mi Imp rial Park, 
attitude towards seme sort of governmental supervision and publicity, methods to secure 
stability and inspire confidence. 

TV. — Investment habit and attraction of capital. 

(1) Means or institutions in existence fer encouraging investment habit. Postal’ 
cash certificates and postal savings banks. Classes of population who resort to such 
forms of investment and methods of attracting other classes. Alleged competition of 
Government with joint-stock banks. Existing facility for purchase and sale of govern- 
ment securities. Hilton-young* Commission’s proposal for introduction of gold cash- 
certificates. 

(2) Growth of cheque habit. Effect on same of abolition of stamp duty on cheques,. 
Other methods of promotion like payment of government servants and bank employes 
above, say, Ks. 100 by cheques. 

(8) Branch banking and- investment habit. Experience of Imperial Bank’s new 
branches opened under agreement. Existing difficulties experienced by joint-stock batiks* 
in opening new branches. 

8. Preliminary toork. — The Secretary entered upon Ms duties on 

July 10, 1929, and proceeded with the preliminary work of organising 
the office, preparing a bibliography and collecting available literature 
on the, subjects of enquiry. The standard questionnaire drafted by the 
Central Committee for the guidance of provincial commit tees ( 2 > was 
received on July 26, 1929. * 

9. The questionnaire — The Committee first met at Naini Tal ! on 
August 1, 1929, to consider the questionnaire received from the Central’ 
Committee. This was simplified and sub-divided so as to make it 
possible to send different portions of it to different persons or belie* 
capable of giving useful information on subjects in which they were 


( 3 ) Appendix to this report. 



interested. Tire questionnaire as simp]ified( 3 ) was issued on August 28, 
1929, and altogether 1,615 copies were sent out. The questionnaire was 
also translated into Urdu and Hindi and published in the district gazettes. 

10. Intensive surveys. — Under the Committee’s directions, inten- 
sive surveys w T ere carried out in three typical villages in each of the four 
districts of Benares, Basti, Partabgarh, and Muttra, and in four villages 
in the district of Meerut. The surveys in Benares, Basti and Partabgarh 
were conducted by Messrs. Devi Sahai Srivastava, m.a. , Satya Prakash, 
m.a., and Puttoo Lai Bisaria, m.a., inspectors of the Co-operative depart- 
ment, under the direction of Rai Bahadur Papdit Gursewak Singh 
Upadhya, who was placed on special duty for this purpose for three 
months. The intensive enquiries in the villages of Muttra and Meerut 
were undertaken by Messrs. Brijendra Hath Bhargava, m.a., and Ivxmwar 
Bahadur, m.a., students of the Lucknow University, under Professor 
Mukerjee’ s guidance. Mr. Bhargava also submitted to the Committee 
-an interesting survey of agricultural marketing with special reference to 
the methods and practices prevailing at Hatliras. Professor Mukerjee 
was entrusted by the Committee with the survey of the arts and handi- 
crafts of Lucknow. Messrs. S. N. Majumdar Choudhury, m..a., and 
Ardhendu Bhattacharya, m.a., students of the Lucknow University, also 
carried out surveys of small urban industries in Benares and Lucknow 
under his supervision. 

Other valuable surveys were made by post-graduate students of 
fhe Allahabad University, by members of the Allahabad University "Vil- 
lage Service League and by a research scholar of the Allahabad Univer- 
sity, whilst an excellent piece of work( 4 ) was done honorarily by a research 
scholar of the Aligarh Muslim University . 

A number of notes on various subjects were also prepared by Dr. 
Mukerjee, Mr. Thakur, Babu Mohan Lai Sail, and the Chairman. ( 5 ) 

11. Tour . — The Committee did not consider it necessary to make a 
tour themselves, but the Secretary was deputed to visit the principal 
towns, consulting leading bankers and collecting first-hand material on 
indigenous banking. The information thus gathered is published in 
the form of a note in our volumes of evidence. ( 6 ) 

12. Evidence. — A large amount of evidence was received by the 
‘Committee. Two hundred and fifty-nine persons replied to the question- 
naire of whom 142 were officials and 117 non-officials. The total number 

( 3 ) The simplified questionnaire is printed at the beginning of each volume c£ 
evidence. 

( 4 ) Evidence, vol. II, pp. 354 et seq. * > 

( 5 ) Evidence, vol. II, pp. 1 et seq. 

(*) Evidence, vol. II, pp. 122 — 30. 



of persons who gave oral evidence was 52, of whom 25 were officials and 
27 non-officials. The Committee have published only a portion, though 
a large portion, of the evidence received. Our principal reason was that 
a very large number of witnesses confined their answers to the same part 
of the questionnaire and there w T as little or no difference in their answers. 
-Bepetition of the same information seemed valueless; and as the printed 
evidence is already considerable, further printing would have greatly 
increased the cost. For similar reasons we have in some cases printed 
only a part of a witness’s evidence. The original evidence has, however* 
been preserved. 

A very large partnof the evidence consisted of brief and often mono- 
syllabic answers to the various questions. Such evidence would have 
been unintelligible without constant reference to the questionnaire, and 
for that reason we have taken the liberty of rewriting these answers. 
Such rewriting has always taken the form of combining the question 
and the answer; and we can accordingly assert that in this attempt to 
make the replies to the questionnaire self-contained we have faithfully 
reproduced the intentions of our witnesses. 

13. Gost of enquiry . — The cost of our enquiry amounts to; 
Es. 41,877, a sum exclusive of the appreciable assistance given, directly 
or indirectly, by the Provincial Government. Ours is the only provincial 
committee the Chairman of which has carried out the duties of that 
post in addition to his own. Again, our office staff consisted, with a 
single exception, of members of the Finance department of the provincial 
secretariat who carried on the work in addition to their ordinary duties. 
This has reduced the cost by a sum which we estimate at Es. 40,252. 
The Local Government has further borne the cost of printing and 
stationery, has supplied free office accommodation and furniture, and the 
free services of certain staff, particularly the inspectors of the Co-operatic, 
department mentioned above. The contribution of the Provincial Gov- 
ernment by direct payment or by causing their officers to do double work 
represents over 56 per cent, of the whole cost. 

14. Acknoioledgments . — -We wish to express our gratitude first* 
to Sir Purshotamdas Thakurdas, then Chairman of the Central Com- 
mittee, who paid us two visits, during one of which he w T as present at, 
and assisted in, the examination of some of our witnesses, and gave us 
both valuable guidance and much-valued encouragement; and to Mr. V. 
Ii. Aravamudha Ayangar, Secretary of the Central Committee-, 
who kept ns well supplied with information and gave us constant help. 
Secondly, our gratitude is due to the Government of the United Pro- 
vinces and its officers. His Excellency Sir Malcolm Hailey himself 
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showed great interest in our proceedings and even suggested to us 
particular lines of enquiry; and every officer, from heads of departments 
to naib-tahsijdars and qanungos, whom we had occasion to ask for 
assistance gave it without stint, — generally, we fear, at the cost of 
considerable labour and inconvenience. Their help lightened our task 
to an extent which we alone can realise, and freely acknowledge. 

15. Amongst a long list of officers, we desire to mention specially 
Mr. P. M. Ivharegat, i.c.s., Eegistrar of Co-operative Societies, who not 
only supplied us with valuable evidence, but, being co-opted to our 
Committee, helped us to write our report : and Rai Bahadur Pandit 
Gursewak Singh Upadhya, who was in charge of our intensive surveys* 
Finally, we wish to express our thanks to all those who replied to the 
questionnaire, carried out economic surveys, or came forward to give 
oral evidence. 

16. Staff. — Dr. L. C. Jain, our Secretary, not only carried out 
his routine duties to our entire satisfaction, but, being himself an 
acknowledged expert in one of the principal subjects which we had to 
investigate, namely indigenous banking, made some valuable contribu- 
tions both to our information and our report. Mr. R. S. Symons, i.c.s., 
whose services w T ere lent to us by Government for a few weeks, gave us 
useful help by compiling material for one of the chapters of this report. 
Our office, under Mr. E. J. Callow, Assistant Superintendent in the 
[finance Department, worked throughout with commendable zeal, — 
notably Mr. Callow himself, who, as already explained above, was all 
through carrying a double burden. 




CHAPTER II. 

Principal economic features of the province. 

A. — Rural . 

17. Natural divisions . — The United Provinces of Agra and Ondh 
may be divided into eight natural divisions, according to their peculiar- 
ities of geology, agriculture, language and ethnology. These divisions 
are as follows : — 

(1) Himalaya , West, which consists of the Kumaun revenue divi- 
sion and the Dehra Dun district in the Meerut division, and contains both 
montane and submontane tracts. The submontane tracts consist of the 
Tarai and Rhabar in the Naini Tal district, the Bhabar in Garhwal dis- 
trict and an area lying below the foothills in Dehra Dun district. 

(2) Sub-Himalaya, West, which consists of the five districts of 
Saharanpur, Bareilly, Bijnor, Pilibhit and Kheri, immediately south of 
the districts just mentioned, with large forest areas. 

(3) Indo-Gangetic Plain, West, which includes the districts of 
Muzaffarnagar, Meerut, Bulandshahr in the Meerut division; the whole 
of the Agra division ; Farrukhabad and Etawah in the Allahabad division ; 
and Rudaun, Moradabad and Shahjahanpur in the Rohilkhand division. 
It consists mainly of a sloping alluvial plain with no rock or stone near the 
surface of the soil, except some beds of nodular limestone ( kankar ). 

(4 ) Indo-Gangetic Plain, Central, which contains the districts of 
Oawnpore, Fatehpur and Allahabad in the Allahabad division; the whole 
of the Lucknow division (except Kheri) ; with Fyzabad, Sultanpur, 
Partabgarh and Bara Banki in the Eyzabad division. It is, like the third 
natural division, composed of alluvial soil, except the three Allahabad 
tahsils lying south of the Jumna, which really belong to the fifth division. 

(5) Central India Plateau . This consists of the Bundelkhand divi- 
sion of four districts, Jalaun, Banda, Hamirpur and Jhansi, lying south 
of the Jumna on the eastern slopes of the plateau. It is broken up by 
low rocky hills covered with stunted trees and jungle, which are outlying 
spurs of the Vindhya mountains. The “black cotton 5 ’ soil of this divi- 
sion is very difficult to cultivate. 

(6) East Satpuras. To this division the district of Mirzapur and the 
state of Benares alone belong. It can scarcely be correctly called a 
natural division, for of the district and state mentioned, tide northern 
portion really belongs to the Ga-ngetic Plain, the middle portion to the 
Vindhya Plateau, and only the area south of the Son belongs to the 
Satpura country. It is a wild, forest covered tract, broken up with 
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ravines, but, containing occasional alluvial basins surrounded by hills, 

•which are the homes of the few really primitive tribes in the province. 

(/) Sub-Himalaya, East. This division is a compact group of four 
districts, Bahraich , Gonda, Basti and Gorakhpur, between the Ghagra on 
the south and west, the Gandak on the east and the Nepal frontier on the 
north. The soil is mostly alluvial, and there are extensive tracts of 
forest in the north. 

(8) Indo-Gangetic Plain , East , which includes the whole of the 
Benares division (except Mirzapur) and Azamgarh district, and lies 
mainly between the Ghagra and the Ganges. The soil is alluvial. 

18. These natural divisions may be grouped into four well-defined 
; major tracts from north to south, as follows : — 

(1) The montane tract (division 1). 

(2) The submontane tract (divisions 2 and 7). 

(3) The Indo-Gangetic plain (divisions 3, 4 and 8). 

(4) The trans- Jumna tract and its continuation after the junc- 

tion of that river with the Ganges (divisions 5 and 6). 

The general line of these four tracts is across the province from west 
*to east. 

19. Soil classification. — In the montane tract there are small 
patches of cultivation on the hill sides and in the valleys, where the soil 
depends on the rocks from which it is formed, and varies considerably 
from place to place. The soil of the main portion of the province is allu- 
vium brought down by the rivers from the Himalayas which have effected 
the complete intermixture of the original detritus; the local variations 
.are due to differences in the size of the particles rather than in chemical 
composition. The heavier particles were deposited first, forming the 
coarser soils of the northern and western districts, while the lighter were 
carried on to form the fine rich soils of the eastern plain. The agri- 
cultural community classifies the soil into sand (bhur or bal.ua) , loam 
idomat, dor as or rausli), and clay ( matiar ), and gives the names of pilia 
to a light loam, and usar to the heaviest kind of clay, which is almost 
impermeable to water and imcultivable with the primitive implements at 
their command. There is also a cross-classification according to the dis- 
tance from the village site. The cultivators give the name of goind or 

uhan to the well-manured land near the abadi and call the outlying 
fields barha or palo; in some districts they also distinguish a middle zone 
( manjhar or miyam >. The soil in the trans-Jumna tract is quite different 
and much less uniform; it is brought down by fluvial action from the 
‘Central India Plateau, and is called black cotton soil. The richer 
variety is known as mar and the lighter as kabar, and contains excep- 


tional quantities of lime and sulphuric acid. It becomes waterlogged 
with tc& much rain, and so hard with too little, that it cannot be plough- 
ed; in either case cultivation is impossible. Where the surface is- 
uneven, as it always is in the neighbourhood of the smallest wafer- 
courses, erosion deprives the soil of its fertile constituents and turns it 
into rakar , a soil which has little more consistency or fertility than a 
gravel heap. In some parts of this tract a light loam called panoa is 
found similar to the main alluvium; but cultivation is generally difficult, 
and gives only a precarious livelihood to its followers. 

20. Habitations ( milages and houses}.-— The rural population lives, 
in closely packed groups of houses, which with the surrounding fields 
make up the revenue mauzas. No man lives, as an English farmer does,, 
in a house of his own, surrounded by his fields, his barns and his stables. 
Every man lives within call of his neighbour, so that he may readily 
summon help if attacked, — a gregarious habit which seems to be a sur- 
vival of the time when the countryside was not as peaceful as it is now* 
when a man did not care to travel alone after dark', and a zamindar took 
care to conceal his riches. In the western districts, which gained more 
recently the protection of an ordered government, few mauzas have more 
than one inhabited site; but in the east of the province, which was the 
first to come under British administration, many small hamlets have 
sprung up around the central site. But even in these, as in the main 
abadi , there are no open spaces, houses are huddled together , streets are* 
tortuous and narrow, encumbered with cows and calves and buffaloes. 
The house drains add their quota to the waste water which runs from 
around the w'ells, turning the lanes into quagmires. 

21. The houses in Agra, Muttra, Bundelkhand and the hills are* 
/sometimes built of local stone, but in the greater part of the province the 

building material is burnt or sun-dried brick, mud or wattles. Most of 
the houses are laid out round a central courtyard, where the cattle are 
tied at night, and contain a living room, which is also the bedroom for 
the men, an inner room for the women, and a few small store rooms. 
The rooms are small and low without ventilation or light, except what 
may be provided by one or two tiny unglazed windows, which are instant- 
ly stopped up as soon as illness of any kind appears. Several families,, 
offshoots of one joint family, often inhabit a single dwelling. 

22. Population and density. — The area of the United Provinces of 
Agra and Gudh is 106,491 square miles, and its population 45,375,787 
according tq the figures for the census of 1921. The province is a little 
smaller than the British Isles, and has almost the same population^ Of 
every thousand persons, 894 live in village* whereas in England and’ 
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.Wales the number is only 207. Hindus predominate over other religions-* 
constituting 87 per cent, of the population. Seventy-six per cent of the* 
total population of the province is engaged in agriculture , and most of 
these live in villages, so that the percentage of the rural population whose* 
occupation is agriculture is about eighty-six per cent. Fifty-four per 
cent, of these are actual workers and the remainder are dependents; the* 
average number of pet^sons in a family for the whole province is 4*6. 

23. The density of the rural population varies from 92 in Himalaya,. 
West, to 648 in the Indo-Gangetie Plain, East. The following table 
shows these variations : — 

Whole district. Rural areas . 


Himalaya, West 



.. 101. 

92 

Sub-Himalaya, West 

» • 


.. 399 

341 

Indo-Gangetie Plain, West 

t f 


.. 508 

430 

Ditto Central 



.. 528 

4^7 

Central India Plateau 



.. 198 

175 

East Satpuras 



.. 166 

148 

Sub-Hioialaya, East 



.. 605 

584 

Indo-Gangetie Plain, East 


• • 

711 

64$ 


These figures, however, are misleading, being based on divisional 
totals of area and population ; they conceal the existence of wide variations' 
of density within each division. In the following table( x ) the figures are 
referable to much smaller (tahsil) areas. 


Natural division. 


Percentage of total area with density per square 
mile of — 

XJnder I 150 to [ 300 to | 450 to | 600 to 1 Ov< 


Himalaya, West 
Sub -Himalaya, West-'. . 

Sub- Himalaya, East . . 
Indo-Gangetie Plain, Wes! 

Ditto Central 

Ditto East 

Central India Plateau 
East Satpuras 


14-6 
22-6 43*0 

15*3 
35*8 
4-1 22-9 



24. With the help of this table it is possible to give a much clearer* 
account of the distribution of density over the province. 

(1) Tracts with a density of under 150 — This area falls into two 
parts: one in the extreme north and the other in the extreme south of 


( J ) This table is a simplified form of subsidiary Table II at page 25 of the Uaiifri Province- 
Census Report of 1921. 



■the province. Both consist of hill-country, more or less thickly covered 
'•with forest. The northern tract belongs to the Himalayan system, the 
-southern to the hill system of Central India (Vindhyas and Satpuras). 

(2) Tracts -with a density between 150 and 300. ~ This area also falls 
into two distinct tracts. The first consists of the unhealthy tarai coun- 
try in the north along the Himalayan foothills, a large part of which is 
jungle; the rest lies in the south along the barren Vindhyan plateau and 
consists of Bundelkhandi country with its inhospitable climate and diffi- 
•eult soil. In the Central Plain the area consists of the southern tahsils 
of Allahabad which naturally belong to Bundelkhand. The area in the 
East Satpuras represents two tahsils of Mirzapur lying between the 
'Ganges and the Son. 

(3) Tracts with a density between 300 and 450. — This area falls into 
•three separate divisions. The first lies in the submontane tract and con- 
sists of tahsils which, though thickly populated, also comprise large forest 
or tarai areas which reduce their total density. In the Indo-Gangetie 
Plain the area consists of certain tahsils in various districts which. either 
have lost population as a result of severe outbreaks of disease during the 
'last twenty years, or comprise large areas of precarious or uncultivable 
land. In the trans-Jumna tract the area consists of the best parts of 
Bundelkhand. 

(4) Tracts with a density of (a) 45 0 to 600 (b) 600 to 900 . — 
This large stretch of country consists of the southernmost parts of the 
■submontane tract and the greater part of the Indo-Gangetic Plain, and 
amounts to 50’9 per cent, of the total area of the province. Its character- 
istics are good alluvial doab soils, a healthy climate, excellent irrigation 
■ and excellent crops. The tract with the higher density of the two 
differs from the tract with lower density only in degree. This tract re- 
presents the true mean density of the province, though the arithmetical 
•average density of 430 is slightly less. 

(5) Tracts with a density of over 900. — This area really belongs to 

•the former tract, but its density is swollen by the presence of large and 
populous cities. ■ : 

25. It is possible to describe the distribution of density on even 
“broader lines than this. There is a tract along the northern border of 
! the province of low density, which comprises the whole of the montane 
tract, the northern third of the submontane tract, and some of the 
northernmost tahsils in the Indo-Gangetic Plain. Immediately south of 
this there comes a tract of high density running from the western to the 
eastern border which comprises about two-tliirds of the province, and the 
•whole of the Indo-Gangetic Plain except a few tahsils of low density. 
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South again of the Indo-Gangetic Plain comes a second tract of low density: 
which consists of the whole of the trails- Jumna tract and certain por- 
tions of the Indo-Gangetic Plain which lie near that river in the districts- 
of Muttra, Agra, Etawah, Cawnpore and Fatehpur. 

In short, the province is composed of three tracts; one of low density: 
mnning along two-thirds of the northern border, another of low density 
running along the whole of the southern border, and a tract of high, 
density lying between the two. 

26. There is a distinct correlation between density and cultivated* 
area; the density figures vary, with one unimportant exception, directly 
as the percentage of gross cultivated area to cultivable area. This cor- 
relation is certainly causal : the more population increases/ the larger: 1 
must be the cultivated area which supports it. And as density increases 
so must the cultivated area increase, until the limit is reached where 
expansion is no longer possible. At that point, if meanwhile other means- 
of livelihood have not been developed^. density will be determined by the 
agricultural conditions, of which the most important is the cultivated area. 
For our present inquiry the important question is whether that point 
is yet in sight. On this matter certain figures taken from the Census 
Reports of 1911 and 1921 will shed light. (It should be explained that 
by “gross cultivated” is meant “net cultivated plus double cropped.”) ( 2 ) 


Natural division. 

. -ii* — . 

1911. 

1921. 

Density. 

Percentage 
of gs oss 
cultivated 
to euitiv 
able area. 

Percentage 
of cultiv- 
: able area 
still 

| available. 

Density. 

(Percent- 
age of 

1 gre ss 
'cultivat- 
ed to 

! cultiv- 
able area 

Percentage 
of cultiv- 
able area 
i still 
available. 

Sub-Himalaya, West 

437 | 

101*4 

14*0 

399 

98*7 

j 14*8 

Indo-Gangetic Plain, West 

538 

103*9 

9*3 

508 

103*7 

• i 

10*1 

Indo-Gangetic Plain, Cent.al 

550 

105*5 

9*5 j 

528 

109*0 

8*9 

Central India Plateau 

211 

77*0 

24*5 

198 

83*3 

23*0 

Sub-Himalaya, East 

586 

118*2 

7*9 

605 

122*0 

4*0 

Indo-Qanget c Plain, East 

706 

107*2 

11-2 

711 

110*8 

io-i 


{*) These tables come from the Census Report of 1911, page 1*?, and Census Report of 
1 $21, page 17. The figures of cultivable area have been worked out from the subsidiary 
table I at the end of Chapter 1 in each report. The method of calculating th^ 1 
cultivable area is explained on p%ges 18 and 19 of the report of 1911* 


These figures suggest that in Sub-Himalaya, West, and Central 
India Plateau the cultivable area still available is larger than in any 
other division. But these figures are certainly exaggerated. In Sub- 
Himalaya, West, a part of the cultivable area lies in tracts so unhealthy 
that cultivation there cannot be permanent. In the Central India Pla- 
teau the land classed as “cultivable waste” always includes a large area 
oovered by the weed known as kctns, which remains barren for years to- 
gether .until the weed disappears. After allowing for these factors, it 
is safe to say that the area still available for cultivation does not exceed 
II per cent, in either of these two divisions. Ten years ago, after a 
decade in which the provincial population, as a result of disease (mainly 
the influenza epidemic of 1918), had fallen by 2' 5 per cent, the culti- 
vable area still available was nowhere more than 11 per cent., and in 
Sub-Himalaya, East, -was as low as 4 per cent, of the total cultivable 
area. To-day ten years later, after a decade which compared to the two 
last has been reasonably healthy, the available area must have become 
much smaller, whilst in Sub-Himalaya, East, the point where further 
'expansion is impossible must nearly have been attained. 

27. General condition of agriculture . — With the arrival of the first 
rain in June the land is ploughed and sown with rice, millets, maize 
.and cotton, which are harvested between August and December. In 
a normal year they are not irrigated. Meanwhile, preparations have 
been going on for the sowing of the cold season crops, wheat, barley and 
pulses, which are sown in October to December and reaped in April. 
The fields lie empty for a couple of months, until it is time to start the 
process once more. Sugarcane has a season of its own, being planted 
in January to April and harvested in the following December to March. 
The cultivator looks to the rains crop for his food, and to the winter 
crop to provide him with money to pay his rent and his debts, many 
his children and buy him a few small luxuries. The winter crop is 
usually irrigated. 

28. The country plough is substantially a wedge of wood with 
^n iron cutter in front and merely stirs the soil without inverting it; 
the land is ploughed and then the soil broken up with a harrow in the 
form of a cylinder or heavy beam of wood; it is again ploughed and 
again harrowed. When this process has been repeated a number of 
times, which number depends on the crop to be sown, the ground is 
-thoroughly but not deeply tilled. The process is expensive owing to the 
length of time required, and uncertain because its success is dependent 
on rain at the correct time, but iron ploughs or motor tractors are used 
in only a very few places in the province. Weeding and hoeing is flow 
•with ordinary hoes or sickles. 
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29. The ploughs, like the wells, are worked by bullocks buffa- 
loes, which are often sold in April, because the cultivator is unable to 
afford to keep them during the two months when his fields lie empty. 
There is little controlled breeding; most of the cows are served by 
the bulls which from religious sentiment are turned loose to wander 
at will around the village. Religious sentiment also prevents the kill- 
ing of old and worn-out cattle, which are merely a drain on the re- 
sources of their owners, although even the oldest must at times do a 
share of work to rest the stronger cattle. To feed these animals fodder 
crops must be grown, for grazing land is insufficient throughout the 
thickly-populated Gangetic Plain. 

30. Every good cultivator knows the value of good seed, but in a 
bad year he is probably unable to purchase the better varieties, and so 
is obliged to sow inferior seed or cultivate a less remunerative • crop. 
New varieties and better classes of seed for wheat, sugarcane and cotton 
are now being supplied by the Agricultural department, as a result of 
which the outturn of these crops in the districts where they are sown 
has increased enormously. In bad times seed is also distributed as 
taqavi , — for instance, when the wheat crop was recently ruined by rust 
in Bundelkhand and when in Gonda the rice crop of 1928 failed from 
drought. 

31. Certain crops are manured, but the customs of the people are 
against the use of the natural manure of a closely-populated country, 
while the very valuable cattle manure is used as fuel. 

32. Thus agriculture is still backward and its methods- are primi- 
tive. It is incorporating modern ideas and developing improved 
methods of cultivation, but progress is very slow. 

% 

33. Rainfall and irrigation . — The province gets its monsoon rains 
between June and October, with winter rains in late December or early 
January ; in normal years the rainfall from October to June is only a few 
inches. The monsoon rain may come either from the Bombay or 
Bengal currents, and usually reaches these provinces in the end of June 
■or beginning of July. The annual rainfall decreases from the north 
and east where it is sometimes as much as 50 inches, towards the west 
•and south where it is usually between 25 inches and 30 inches. Winds 
carry the rain clouds to the foot of the hills where the colder atmosphere 
increases the precipitation; and places like Naim Tal and Mussoorie may 
get 100 inches. 

34. The hharif crop is sown in June ahd in a normal year is grown 
without irrigation, but the success of the rabi crop depends entirely 
supon a sufficient supply of water during the cold weather. Nearly one* 


third ofi* the total cultivated area of the province is watered, and nearly 
one-half of this area is supplied with water from wells. Most of the 
methods employed for raising the water are extremely primitive; one of 
the most common is as follows. A leather bucket holding from 18 to 25 
gallons is fastened to a rope which passes over a pulley and is attached to* 
two bullocks. To raise the bucket the bullocks walk down a ramp, when 
the bucket automatically rises, and the water is tipped into a channel. The 
bullocks then walk up the incline, and the bucket descends to fill once 
more. In parts of Jhansi and Saharanpur a Persian wheel is used, and in 
some districts a lever ( dhenkli ) ; this is a long pole weighted at one end 
and pivoted near that end, with a small earthen bucket attached by rope* 
to the other, and worked by one or two labourers. This last method is 
only practicable when the water is not more than twelve or fourteen feet 
below the surface. 

35. Water is raised from jhils, tanks and streams with a swing 
basket of plaited leather or bamboo strips. Two men swing the basket;, 
they dip it into the stream and throw the water on to a higher level. 
Water can only be raised a few feet at a time in this way, and some- 
times the process is repeated in terraces, if the water has to be raised 
to a high level. 

36. One-eleventh of the cultivated area or three million acres is* 
irrigated from canals. The most important of these are the Upper and 
Lower Ganges, the Eastern Jumna, the Agra and Sarda canals. 
In the south-west of the province irrigation is mostly from artificial 
reservoirs supplemented by the Ken and Betwa canals. With the 
completion of the Sarda canal all the rivers of the province have been 
tapped, and no further supply of water can be expected from them. 
In the north-west of the province a scheme is being developed to gene- 
rate electric power from the falls on the Ganges canal; the power will 
be available for pumping water from wells. 

37. Principal crops . — The staple food-grains are gram, wheat,, 
barley, rice, juar , bajra and maize. Of these the first three are rabi 
crops and the remainder belong to the kharif . There are many varie- 
ties of rice, but the principal distinction is made between those sown: 
broadcast, on ground thoroughly soaked by rain, and those grown iu- 
nurseries and transplanted into fields on which water is retained by low- 
embankments. The finer varieties of rice are all thus transplanted., 
Juar and bajra are millets sown when the rains break and harvested in 
November. They usually follow wheat or some other winter crop, and' 
are seldom sown alone except for fodder; the usual mixture is arhar 
and one or more of the creeping autumn pulses. Maize is one of the* 



earliest crops sown; it is grown after almost any winter crop, and^being 
harvested in August is usually followed by another winter crop. Wheat 
is grown in the winter, usually after a rains crop in the preceding year. 
In the greater part of the province, wheat land lies fallow for about 
eleven months, is frequently manured, and is irrigated two or three 
times. Gram is grown alone or mixed with barley, and frequently 
follows rice or an early autumn crop in the same year. Barley may 
also be mixed with peas and occasionally with wheat, when it follows 
the rotation of that crop. 

38. These seven crops between them occupy 70 per cent, of the 
total cultivated area. The principal subsidiary foodcrop is arhar which 
is sown mixed with jaar, bajra, and sometimes cotton. It is sown when 
the rains break and remains on the ground after the other crops have 
been reaped till the end of April; its special importance in rotation is 
due to its value as a “host-plant” for the nitrogen-fixing micro-organ- 
isms. Numerous small millets such as hodon , saioan, mama are sown 
in the rains with the object of replenishing stocks of food at the earliest 
possible moment; they usually mature by the end of August. Gourds, 
cucumbers, melons, yams, buckwheat, singhara and brinjal are all 
grown to augment the food supply. 

39. The most important oilseeds are til or sesame, mustard or 
rape, linseed and castor. Til is sown by itself on a large scale in 
Bundelkhand, and in the submontane districts as a rains crop; but all 
over the province it is mixed with the ordinary rains crops, each culti- 
vator sowing enough for his own needs. Linseed is grown alone in 
the same tracts, but in the rest of the province forms a border to wheat 
fields, or is sown in lines through gram. Bape is sown in lines through 
fields* of wheat, barley and gram. Castor is grown mainly as a border 
to sugarcane or mixed with rains crops. 

40. Cotton is the most important fibre, and is grown as a rains 
crop without irrigation, unless canal water is available, when it is sown 
before the monsoon breaks, and irrigated. Hemp is frequently grown 
as a border to other rains crops, and also alone, because it prepares the 
ground for sugarcane. The outturn of the latter crop has been con- 
siderably improved during the last few years by the introduction of new 
varieties from Java and Coimbatore; and it is now one of the most 
important crops in the north-western districts of the province. 

41. System of land tenure.—- It is probably a safe assertion that 
in early times the idea of ownership of land was unknown in India, 
There were groups of cultivators owing allegiance to a chief or raja, 
to whom they paid a share of the produce; in return he protected them 
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from fobbers and maintained law and order. It is recorded in a mem- 
oir of Alauddin Khilji that about 1300 A.D. there was some kind of 
revenue-collecting organisation; the rajas had either been deposed and 
replaced by servants of the Muslim government, or else they had sub- 
mitted to the new order and consented to pay to the Sultan a part of 
the contribution which they received from their cultivators. Thus a 
third person had been introduced who received a share of the produce 
of the land; where previously had been only the state and the cultivator, 
there were now the state, the zamindar and the cultivator. Out of this 
system of collection sprang numerous abuses, which were to a large 
extent stamped out under Akbar, who organised a very complete system 
of revenue collection by subordinate officers, on which the modern 
system is based. But it could only be successful under a strong ruler. 
During the period of anarchy which followed the decline of the Mughal 
Empire the intermediaries between the producer and the state, freed 
from supervision, set about to line their own pockets. They collected, 
the utmost the cultivator could pay; they allowed no margin of profit 
for expansion or improvement; and, as all increased profits went to the 
intermediary, the tenant naturally expended little energy on the culti- 
Tation of the land. 

42. Such was the state of affairs at the advent of British “rule. 
The East India Company needing money to meet its commitments for 
the administration of the newly-acquired country adopted the tradi- 
tional system of land revenue; but opinions differed regarding the per- 
son who should pay it. Some favoured an adaptation of the English 
landlord system, when “ enlightened landlords 5 5 would devote them- 
selves to the good of their tenants and become themselves 
a loyal ‘landed aristocracy;” others held that it was better, to 
settle directly with the cultivator, to eliminate the middleman, and to 
establish a “hardy yeomanry” directly responsible to •Government. In 
districts where the former theory held sway the claims of the zamindar s 
were recognised, and if there were several claimants, the one who 
offered to pay the highest revenue was chosen. Those who favoured 
the latter theory only recognised zammdars with indisputable claims to 
&he right of collection, and wherever possible settled direct with the 
cultivator. Thus two systems of settlements, zamindari and rayyat- 
wari, grew up side by side. And from a class of revenue collectors was 
created a class of landlords. 

43. Oudh was not acquired until British rule had been established 
for many years in the North-West Provinces. After the Mutiny all 
estates confiscated, but as the landlord theory had by then been 


generally accepted, most of them were returned do their owners the 
taluqdars. Eights, however, were also secured to a large number of 
under-proprietors, who were mostly revenue-collecting agents of the 
taluqdars. In short, the principal change introduced in the traditional 
land revenue system by British administration was the creation of a 
class of landlords where no conception of ownership in land seems pre- 
viously to have existed. 

44. In practice the single zamindar , paying revenue for a single 
revenue unit (mahal) , is comparatively rare. Such a holding would be 
called zamindari wahid. If the zamindar leaves four sons, who agree 
to hold the mahal jointly, the tenure becomes zamindari bilijmal. On 
the other hand, they may decide each to administer his own share, in 
which case a partition will take place which may take one of several 
forms. If it is possible to divide the mahal, each share becomes a separate 
mahal. If the shares are specified but the co-sharers remain jointly respon- 
sible for the land revenue, then the mahal is held in “perfect pattidari 
if, as often happens, parts of the mahal, such as the inhabited site, remain 
joint property then it is held in ‘-‘imperfect pattidari After several such 
subdivisions the shares may become extremely complicated. Another 
type of mahal is called bhaiachara, in which each co-sharer holds, not 
a specified though undemarcated fraction of the whole mahal , but a 
definite area consisting of definite fields. All these rights are recorded 
in the kheivat or record of proprietary rights. 

45. Before the advent of British rule there were few tenancy prob- 
lems, because there was sufficient unoccupied land to make the culti- 
vators independent; if they were treated harshly by the zamindar , they 
went elsewhere. But with the establishment of a settled government 
population increased and competition for land became acute. It then 
became necessary to afford some legal protection to the tenant against 
the landlord, and a series of enactments were passed both in Agra and 
Oudh, of which the latest are the Agra Tenancy Act of 1926 and the 
Oudh Eent Act as amended in 1921. The object of all this legisla- 
tion was to effect a compromise between the conflicting interests of 
landlord and tenant and to provide the latter with a tenure sufficiently- 
secure to make it worth his while to expend time and money on the 
improvement of his holding. 

46. The rights of cultivators. — There are five principal classes of 
cultivator, namely, the proprietor, the inferior proprietor, the superior 
tenant, the ordinary tenant, and the subtenant. Their rights are briefly 
described below. 
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47. Proprietors . — The right of a proprietor in the soil which he 
cultivates depends on whether the land is classed as sir or khuclkasht. 
Sir in common parlance is land universally recognised as the peculiar 
property of the landlord, held in severalty and with unrestricted rights. 
Khudkasht is simply such land as lie may happen to be cultivating at 
any particular time. Under the Tenancy Act of 1926, however, the 
term sir was extended to include not only sir proper but all khudkasht 
of at least twelve years standing at the beginning of 1902; all land which 
was actually khudkasht in the year 1925, being the year before that 
in which the Act came into force; and all land continuously cultivated 
by the landlord for a period of ten years commencing at any time after 
the Act came into force. There are, however, certain restrictions on 
the total area which may be held as sir. There is a similar pro- 
vision in the Oudh Rent Act of 1921. The sir right is not transferable 
except, by inheritance or gift; if, for instance, a property is sold, the 
sir of the vendor does not become the sir of the vendee, but remains in the 
vendor’s possession as an exproprietary tenant, described below. 

48. Inferior proprietors. — The existence of inferior proprietors is 
generally due to historical causes. They are most numerous in Oudh. 
It was found that in many taluqdari estates there were persons with 
subordinate but transferable rights in the village; elsewhere there were 
village communities with similar rights. In other cases the members 
of some community, usually one of the higher castes, though possessing 
no rights over the village as a whole, did possess a transferable right 
in the land which they cultivated. The first of these were held to be 
under-proprietors; the third were decreed to be so; with the second class 
a sub-settlement was made, with the result that, except for the fact 
that they pay rent to the taluqdar instead of revenue to Government, 
they have all the rights and privileges of proprietors. They are dis- 
tinguishable from tenants in that their rights are transferable; they can- 
not be ejected for arrears of rent, and their rents cannot be varied 
during the currency of a settlement. The first and third of these are 
called matahatdars; the second are called pukhtadars. 

49. Early settlement officers also found inferior proprietors in 
the Agra province; but for the most part they ignored the superior pro- 
prietor and settled the land direct with the inferior proprietors. Some- 
times, however, the inferior proprietor had to pay to Government, in 
addition to the land revenue, a further sum called malikana , which 
was then paid over by the Government to the superior proprietors. 

50. In the permanently-settled districts in the east of the prov- 
ince there are certain tenants known as permanent tenure-holders and 
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fixed-rate tenants who are akin to inferior proprietors in all important 
respects. These tenures date from the permanent settlement of 1795. 

51. Superior tenants . — In Agra there are two kinds of superior 
tenants, the occupancy and the exproprietary. The right of occupancy 
was created by the Tenancy Act of 1859, which laid down that all tenants 
who have cultivated land continuously for twelve years should have an 
.occupancy right in that land. The law has subsequently been modified, 
but until the last Tenancy Act of 1928 the general principle w T as main- 
tained. Under the new Act the occupancy tenants are either those who 
already have obtained occupancy rights by continuous cultivation, under 
the old Act, or tenants on whom the landlord confers the right. The 
accrual of the right by continuous cultivation has now disappeared. The 
exproprietary tenant is an occupancy tenant of a particular kind. 
When a proprietor transfers his land otherwise than by gift or exchange 
he acquires a right of occupancy in his rtr and khudkasht at a favoured 
rate of rent and is then known as an exproprietary tenant. Both these 
tenures are heritable but not transferable. They also enjoy a certain 
measure of protection in the matter of ejectment or enhancement of rent. 

52. In Oudh there are various kinds of occupancy tenants: — 

(1) At the first regular settlement of 1866 proprietors who had 

been dispossessed within the 30 years preceding the annex- 
ation in 1856 were given occupancy rights in the land that 
they cultivated, and are entitled to hold at a favoured rent 
which can be enhanced after five years. 

(2) Certain other persons with superior claims were given decrees 

allowing them to hold their land at reduced rents and to be 
free from enhancement except at settlement. 

(3) There are in Oudh certain tenants holding heritable but 

non-transferable leases. All * these are classed as occu- 
pancy tenants, but the area which they hold is small and, 
as a class, they are comparatively unimportant. There 
are, however, exproprietary tenants in Oudh of the same 
type as in Agra. 

53. Ordinary tenants . — The Oudh Bent Act of 1886 created a 
class of statutory tenants who were entitled to retain their holding with- 
out disturbance or enhancement of rent for seven years from the date of 
•ejectment from their holding or other variation in their rent. By the 
Oudh Rent (Amendment) Act of 1921 all statutory tenants were given 
the right to retain their holdings for life, and the heir of such a tenant 
was given the right to remain in possession of the holding for five years 
after his predecessor’s death. Enhancement is possible only at settle- 
ment and in every tenth year after settlement. But the enhancement 
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is Limited by rates specially fixed under the law. If a statutory tenant 
refuses to pay the rent thus enhanced he is liable to ejectment. 

54. In Agra the new Act of 1926 has created a class of statutory 
tenants similar to that in Oudh. This type of tenant possesses a life 
tenancy which passes to his heir for a period of five years. The rent 
can be enhanced in the same way as in Oudh, but only at intervals 
of twenty years. The non-occupancy tenants, who formerly formed an 
important class in Agra, have now practically disappeared. 

55. Subtenants. — The subtenants enjoy no rights save that they 
are allowed to hold their land for one complete agricultural year. Gene- 
rally they pay high rents for small holdings. 

56. Nature and size of holdings. — The total area cultivated annu- 
ally in the province is 35 million acres. Out of the total population of 45J 
millions, some 35 millions depend primarily or solely on agriculture for 
a living— one human being per acre. Of these nearly 30 millions actually 
occupy land and cultivate it. There are in addition another million 
of people to whom agriculture is a subsidiary occupation. Of these half 
a million are cultivators, making a total cultivating population of 304 
millions, or 6,600,000 families. Of these a considerable number, which 
may be put at 5 per cent, of the whole, are mere allotment holders, — 
village artizans and menials, agricultural and general labourers and petty- 
rural tradesmen, — who cultivate a field or tw T o in their spare time. The 
total of these allotments can scarcely be higher than 300,000 acres. If 
we exclude these allotment-holders and their allotments, then, the average 
holding over the whole province per cultivator is almost exactly 5J acres. 
Holdings, however, vary greatly in size in different parts of the province; 
their average is as high as 12 acres in Bundelkhand, and as low as 34 
acres m some of the eastern districts. Excluding the four districts which 
lie wholly or partly in the Himalayas, the province can be divided into** 
five tracts according to the size of the average holding. 

(1) Southern tract. ( 3 ) — -This corresponds to the natural division of 
the Central India Plateau, and consists of the four districts of Banda, 
Hamirpur, Jalaun and Jhansi. The average holding is between 10 J 
and 12 acres. 

(2) Western tract. — This tract consists of two districts in the natural 
division of Sub-Himalaya, West, and six districts in the Indo-Gangetic 
Plain, West — namely, Saharanpur , Bijnor , Mnzaffamagar , Meerut , 
Bulandshahr, Aligarh, Muttra, and Agra. The average holding in this 
tract is between 8 and 104 acres. 

(®) These areas are taken from a table in the report on agriculture prepared for 
the Royal Commission in 1926, • pages 10G and 107. The figures, however, have been 
modified to correct an error in the uig’mal calculation. 



(3) North Central tract . — This consists of ten districts al} lying 
north of the Ganges up to the northern border. The districts are Morad- 
abad, Buclaun, Pilibhit, Shalxjahanpur, Sitapnr, Hardoi, Bara Banki, 
Gonda, Bahraich, and Kheri. The average holding is between 8 and 7 
acres. To this tract may be added Bareilly, though its average holding is 
slightly smaller (5J acres). 

(4) South Central tract . — This tract consists of twelve districts, 
four in the western and the rest in the central Indo-Gangetic Plain. 
The districts are Etah, Mainpuri, Earrukhabad, Etawah, Cawnpore, 
Eatehpur, Allahabad, Mirzapur, Lucknow, Unao, Eae Bareli, and Sul- 
tanpur. The average holding is between 5 and 5-| acres. 

(5) Eastern tract . — This consists of nine districts, two in Sub- 
Himalaya, East, one in the central and five in the eastern Indo-Gangetic 
Plain. The districts are Partabgarh, Basti, Gorakhpur, Jaunpur, 
Benares, Ghazipur, Ballia, Azamgarh, and Fyzabad. The average hold- 
ing lies between 3| and 4-| acres. 

57. Subdivision of holdings . — In Bundelkhand, from time to time 
large areas become covered with the weed called kans and then go out 
of cultivation altogether for a considerable period. And as a result, 
there is generally a large area of fallow land in every holding. The 
soil, too, is difficult to work and far less fertile than in other parts of the 
'province. A twelve-acre holding in Bundelkhand is worth no more than 
a six-acre holding anywhere else. It follow- s, therefore, that save in the 
eight western districts, the average holding is small. The cause of this 
is a process of subdivision which is principally the result of the laws 
of inheritance, though its effect is increased partly by voluntary transfers 
inter vivos , partly by keen competition for land. The farm, as it passes 
from father to son, automatically decreases. For instance, a twelve-) 
ac?e holding belonging to a man who has four sons will be divided at his 
death into four three-acre holdings, each belonging to one of the sons. 
If in the next generation, there are six grandsons of the original holder, 
there will be six holdings of two acres. But if one of the four sons 
has died childless and has sold his three acres, then there will be six 
holdings of 1J acres, belonging to the six grandsons, and one three-acre 
holding belonging to a stranger. 

58. If the process of subdivision described above is carried far 
enough, then the holdings which are subjected to it will ultimately be- 
come too small to support the holders and their families at the standard 
of comfort to which they are accustomed; and the holdings, in the 
accepted phrase, will become ^uneconomic. 1 ” The cultivator must then 
acquire fresh land or else reduce liis standard of comfort. If he does 
neither (and both contingencies are unlikely) , he will find himself unable 
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to work his holding even in a good year except at a loss; whilst in a bad 
year he will he on the verge of starvation. In either case, he must 
borrow; and since he has little or no hope of ever being able to repay, 
he will become more and more involved, until at last he is sold up and 
joins the ranks of landless labourers. It becomes important, therefore. 
firstly , to determine, if possible, the point at which a holding becomes 
uneconomic ; and, secondly, to ascertain what proportion of holdings in 
the province are below, and what proportion are above, that point. 

59. The economic holding of the province . — It must first be made 
plain that in this discussion no -great measure of precision is possible. 
The question whether any particular holding can or cannot support its 
owner and his family in the comfort to which he is accustomed is always 
a question of fact, the answer to which will vary according to the circum- 
stances of each particular case. It will vary, firstly, according to the 
nature of the holding itself; a holding which is economic in Meerut, will 
certainly be uneconomic in Bundelkhand. It will vary again according 
to the skill of the cultivator, and the amount of attention and labour 
which he gives to his cultivation; a Brahman w 7 ould starve on a holding 
that is more than sufficient to support a Koiri. It will vary yet again 
according to the standard of comfort to which the cultivator is accustom- 
ed; three acres may be ample for a Chamar, thirty acres may not be 
enough for a Rajput. In brief, the point at which a holding becomes 
uneconomic is not fixed but movable. Nothing more is possible than 
to work out a complete set of “average,” or typical, economic circum- 
stances, and to fix a point in relation to them. This would have been 
a laborious task, involving a number of complicated calculations: for- 
tunately, we found that the work had recently been done, and w^e have 
used its results. 

60. In 1926 a report on the agricultural conditions cf the province 
was prepared for the use of the Royal Commission which dealt with all 
the principal problems likely to come under their review. One of the 
chapters ( 4 ) which describes “the economic position of the cultivator,” 
contains a number of calculations relating to such matters as the typical 
cropping of a typical holding; the normal yield of such a holding; the 
normal value of such yield; and the normal expenditure of the cultivator. 
On the basis of these figures, the author also has calculated “the mini- 
mum holding necessary to support a cultivator and his family,”— in other 
words, the minimum economic holding. Finally, he has compared this 
economic holding with the average holding, which he has obtained by 
calculating from the census returns the number of cultivators’ families 

( 4 ) Chapter XXVI. 
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and dividing the total holdings area by that number. All these calcula- 
tions have been worked out for four divisions, Meerut, Jhansi, Gorakh- 
pur and Lucknow, which are regarded as typical of the major tracts into 
which the province is divisible. Unfortunately, the figures as they 
stand in this report are inaccurate in two important and three minor res- 
pects, and before using them we have found it necessary to modify them 
accordingly. ( 5 ) 

61. The principal results of the calculations as modified are given 
in the two tables below. Table I relates to the minimum economic hold- 
ing. This was taken at an area capable of producing an outturn of suffi- 
cient value to cover the cultivator’s necessary expenses together with his 
rent; and all the figures in this calculation are given in Table I. Table 
II shows (1) the income and expenditure of an average holding calculated 
.according to the figures given in the preceding table and (2) the relation 
between the average and the minimum economic holding : — 

Table I. 


Division, 

Value 

of 

outturn 

per 

ac^e. 

Cultivators 

expenses. 

Rent per acre. 

Minimum econo- 
mic holding. 

Average holding. 

n 

O 

tH 

Clothes. 

(2) Other, 
per acre- 

Statutory. 

Occupancy. 

sA 

3 

a 

c3 

xn 

Occupancy. 


Bs. 

Bs. 

Bs. 

Bs. 

Bs. 

Bs. 

Acres* 

Acres. 


Meerut 

75 

218 

54 

10 

13£ 

6 

5*5 

4*6 

7*8 

Jhansi 

27 

143 

45 

5 

3 

2| 

10 0 

9*6 

13*1 

(Jbrakhpur 

78 

198 

45 

12 

5 


4*0 

3-9 

3*8 

Lucknow 

85 

175 

45 

9 

7 

\ ** 

4*7 

•• 

7*2 


(1) Includes food for self, family and cattle ; (2) includes wages of labour and cost 
of irrigation. 


( s ) The two important errors are (1) that the author bases the value of the outturn 
of his typical holding on the average annual prices, and justifies his action by asserting 
that cultivators generally hold back a considerable part of their produce against a rise 
in prices. All the evidence before us, however, makes it clear that only the biggest 
cultivators can afford to wait, and that most must sell at the low 7 harvest price. To allow 
-for this we have reduced his valuations by 10 per cent. (2) With the object of avoiding 
a disturbance in the census returns of 1921, which was due to an influenza epidemic, the 
author of this chapter used the figures of 1911; but in so doing he ignored a large 
increase which had taken place (despite the epidemic), in the number of cultivators 
•since 1911. This increase over the whole province was over a million in round figures; 
but the distribution of the increase was uneven and for the four divisions it was apparently 
not less than 1J million. We have corrected his average holdings accordingly. 



Table II. 


Division. 

Value 

of 

1 outturn. 

Cultivator's expenditure. 

Surplus. 

Per- 
centage of 
average to^ 
minim um 
economic 
holding. 

Food 

and 

clothes. 

Rent . 

Other. 

Total 

Statutory. 

Bs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 


Heorut . . 

585 

272 

105 ' 

78 

455 

130 

142 

Jhansi .. 

354 

183 

39 

65 ! 

292 

62 

131 

Gorakhpur 

296 

243 

19 

46 

3QS 

— 12 

95 

Lucknow . . ! 

454 

220 

50 

65 

335 

119 

153 

Occupancy 








Meerut .. 

585 

272 

47 

73 ! 

397 

1SS 

142 

Jhansi . . . . 

354 1 

1SS 

33 ! 

1 

65 | 

286 

6S 

136 

Gorakhpur 

296 

243 

17 

46 1 

306 

— 10 

97 


The following conclusions emerge from these figures. In Meerut, 
Jhansi and Lucknow the economic position of the cultivator who possesses 
an average holding is thoroughly sound. The margin between that 
yield and the minimum economic holding is considerable, amounting in 
the case of statutory tenants to 42 per cent, in Meerut, 31 per cent, in 
Jhansi and 53 per cent, in Lucknow; whilst in the case of occupancy 
tenants it is larger still. 

Again, such a tenant possesses, in the surplus which he will secure in 
any normal year, a reserve which will enable him to tide over any 
ordinary calamity. That surplus in the case of statutory tenants is 22*2 
per cent, of the total outturn in Meerut, 17*5 in Jhansi and 26*2 in 
Lucknow; and these figures show the extent of the loss which a cultiva- 
tor can meet from a single year’s surplus. Few calamities involve losses* 
as large as these. 

62. In Gorakhpur, on the other hand, the figures suggest that the 
average holding is actually below the economic limit, and that the 
average cultivator is in serious economic straits; which, if true, 
would be a deplorable situation. No cultivator can work an uneconomic- 
holding except at a loss. Even in the best of years he could only mako 
ends meet by borrowing, and in any worse year he would be on the- 
verge of starvation. There is, however, nothing in our information to 
support so pessimistic a view of the cultivator’s situation in this division. 
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Indeed, from the reports relating to Basti district one might legitimate- 
ly conclude that the cultivator of this tract is decidedly prosperous. The 
explanation is that these figures, though no doubt accurate so far as* 
they go, take no account of two important economic factors. Firstly , 
the number of cultivators in the Gorakhpur division who have a sub- 
sidiary occupation is phenomenal. Whereas in the rest of the province 
the proportion is only 11*5 per cent., it is here no less than 33*1 per 
cent. Not only so, but in this division, there is a large benefit derived 
from the emigrant’s remittances, described in a later paragraph (para- 
68). Secondly , the division possesses an unusually large number of 
Kurmis, Koiris, and other similar castes, whose agricultural skill is- 
famous. The proportion of such cultivators is 22*2 per cent.; in. 
Lucknow, which also has a large proportion of skilful agriculturists, 
the figure is only 20 per cent. Such cultivators can and do secure 
a much larger outturn at a much smaller cost, than the “ average” cul- 
tivator to whom these figures relate; the minimum economic holding for 
them would be three acres at most and for Koiris, who specialize in 
market gardening, even less. Further, this division also possesses less 
than its fair share of those high caste cultivators whose lack of agricul- 
tural skill is so notorious; the percentage is only 12 against 16 in Luck- 
now. In short, the economic situation of this division is by no means 
as critical as the figures suggest. ( 6 ) 

63. It will be observed that these figures supply an economic hold- 
ing based on averages for four of the five tracts mentioned in paragraph 
56. The exception is the north central tract. There is, however, little- 
difference between that tract and its immediate neighbour to the south, 
and we may assume that it has the same minimum economic holding r 
namely 4*7 acres. 

^ 64. Distribution of holdings by size . — Amongst the figures that we 

have collected, there are some which distribute the holdings in groups 
according to their size, and from these it will be possible to determine 
the proportion of holdings that- are below the economic point or above it. 
But such information would be of little value unless all the factors which 
cause the situation of that point to vary are also considered. That is a 
task which must be undertaken in a later chapter. At this stage it will 
suffice to make the following statements . (1) The number of tenants- 

whose holdings are definitely uneconomic, and who also possess no sub- 
sidiary source of income, is relatively small. (2) The number of tenants 
who possess holdings of the average size or above it is decidedly 
smaller than the number in the former class. (3) The great 

(■’} There can, of course, be no better proof of tlie assertion made a. Dove that the 
economic holding cannot be absolutely determined, but -will vary with circumstances. 


majority of all cultivators either (1) possess holdings at or slightly above 
the economic limit, or (2) possess uneconomic holdings with a subsidiary 
occupation. In either case the result is that, though they can by unremit- 
ting toil make ends meet in a good year, they can put by no reserve 
.against a bad year, and when such year occurs can only tide it over by 
borrowing. And it must be remembered that the standard of living is 
low. 

65. Fragmentation of holdings . — These holdings, small though they 
are, are rarely in a compact block, but are made up of small fields scat- 
tered all over the village. This “fragmentation, 5 ’ as it is technically 
called, is the result of the method in which partitions are usually carried 
out. Each heir invariably demands his share of each item of that pro- 
perty; his share of every kind of soil, of every well or tank, of houses, 
groves and pasture land, of roads and paths, and even of individual trees. 
Such fragmentation has many disadvantages. The nearer fields are apt 
to be overworked, and the outlying fields to be neglected. It involves 
waste of labour in moving manure, implements and water to a distance; 
waste of land in providing boundaries; and waste of time in going to 
and fro between the fields. It facilitates damage by theft or cattle- 
trespass; it makes the use of labour-saving machinery difficult; and it 
restrains cultivators from attempting improvements. 

66. Yet fragmentation has its defenders, who warn us not to ex- 
aggerate its defects, or overlook its merits; and it is instructive to re- 
produce some of their principal arguments. 

(1) If a cultivator is not to starve, he must have land that he can 
cultivate all the year round, in the rabi as well as in the kharif . His 
holding should not, for instance, be consolidated in rice land, which will 
bear only in the kharif. ( 7 ) The argument is inconclusive. If a culti- 
vator can make a sufficient income out of his kharif crop to keep himself 
and his family for the rest of the year, there seems no particular reason 
why he should cultivate a rabi crop at all, still less any reason why he 
should starve if he does not. The example given, also, is peculiarly un- 
fortunate; a highly successful experiment in consolidation was carried 
out in a certain Basti estate in 1917, as a result of which each holding, 
save for a tiny plot or two of rabi land near the village site, consisted 
. entirely of rice land; and the tenantry was, and is, remarkably well-to- 
do. ( 8 ) 

( 7 ) Report on agriculture prepared for the Agricultural Commission (1926), 
page 88. 

(«) (I was myself concerned in this experiment, by lending staff to the landlord 
to carry it out; and subsequently, as settlement officer, inspected the results. E. A. H. B.) 



(2) Fragmentation, by securing that every holding contains soils of 
different kinds and qualities, enables the tenant to grow a larger variety 
of crops, and so to find occupation for a greater number of days in the 
year.( 9 ) This is a less unconvincing variant of the first argument. But 
it only holds good when the number of fragments does not exceed the 
number of distinct varieties of soil,' — as, for various reasons, it often does. 

(3) By pooling man-power and bullock-power, cultivators minimize 
the waste of time and labour caused by the coming and going of men and 
cattle. The practice exists, but it is by no means universal; no cultiva- 
tor would take part in such an arrangement if it would entail undesir- 
able delay in the ploughing or watering of one of his own fields. 

(4) Fragmentation distributes the risks inherent in agriculture; if 
a man’s holding is scattered his crops are less likely to be completely 
destroyed by such a calamity as a hailstorm than if it were concentrated 
in one spot. In one village hailstorms would rarely occur more than- 
twice a year : the remedy is worse than the disease. 

(5) Consolidated holdings mean separate homesteads : and separate 
homesteads mean separate drinking- wells and threshing-floors, and 
increased risk of daeoity and burglary. This argument undoubtedly has 
much force : it is doubtful whether the tenant, at all events, could find 
credit for the considerable expenditure involved. 

, But the most powerful argument in favour of fragmentation is the- 
fact that the villager, hidebound by custom, actually prefers it. Never- 
theless, fragmentation, though it may suit the people, is a serious evil 
both to agriculture and to the agriculturist. It is less certain that consoli- 
dation is the best remedy. 

67. Subsidiary occupations . — It has already been mentioned inci- 
dentally that many agriculturists, especially in the Gorakhpur division,, 
some second source of income. The census returns of 1921 show 
that of every ten thousand “workers” ( 10 ) whose principal occupation is- 
agriculture, no fewer than 6,758 have some subsidiary occupation. In 
the case of 3,622 of these, however, the second occupation is also agri- 
culture; the landlord is also cultivator, the cultivator is also a farm labour- 
er, or vice versa. Excluding these, who have committed the economic 
folly of putting all their eggs into one basket, there are 3,136 agricul- 
turists who have some non-agricultural occupation to supplement their 
resources. 

The following is an analysis of these subsidiary non-agricultural. 
occupations. (Figures are “per 10,000 workers”). 

( e ) Agricultural Commission’s report, page 134. 

( 10 ) Exclusive of “dependents.” The average proportion of dependents to workers- 

is 7 to 8. 


(1) The learned and other professions , 129. — These include lawyers, 
doctors, school-masters and estate agents. All are landlords, and all but 
the last manifestly must be absentees. 

(2) Moneylenders and traders , 409.— Of these, 307 are landlords 
and 84 tenants; they represent the agriculturist moneylenders described 
in the next chapter. There are eighteen other traders amongst the 
labouring class. 

(3) Village and other artizans, 460. — These include weavers, oil- 
pressers, rice-pounders, potters, tanners, blacksmiths, carpenters and 
others. The 81 artizans among the landlords are probably urban: the 
rest rural. 

(4) Other rural occupations , 232. — Most of these are cattle-owners 
and dairymen (191) : the rest are fishermen and village watchmen. 

(5) General labourers, 284. — Of these 20 are described as mill hands 
and may belong to the urban population. 

(6) Miscellaneous , 1,622. — Of these 36 are pensioners. No details 
are given of the rest, but they doubtless include priests, herdsmen, 
shepherds, basketmakers, grain-parchers, washermen, barbers, shoe- 
makers, scavengers, midwives, domestic servants, beggars and minor 
village officials such as the gorait.( ll ) 

There are, of course, many other industries than those mentioned 
•above, which are suitable for a rural community, — for instance, the grow- 
ing of fruit, flowers and tobacco, cotton-ginning, the manufacture of 
gur or sugar, poultry farming. It is, however, unnecessary to discuss 
them here, since they will form the subject of a separate chapter. 

68. Some of our witnesses have mentioned the assistance render- 
ed to peasant families by sons or other relatives who have left their 
villages in search of livelihood elsewhere, and regularly remit home a 
portion of their earnings. An appreciable but relatively small part of 
this migration is directed to labour centres within the province, notably 
Cawnpore and the hill districts. The greater part of it, however, is 
directed outside the province altogether . Twenty years ago it was 
commonly said that there was not a single family in the Benares divi- 
sion which Md not at least one member in the provinces of Bengal, 
Assam or Bihar. ( 12 ) Later census figures show 7 that the volume of 
such migration is not as large now as it was then, but it is still consider- 
able, and it is spread all over India, from Bombay to Burma. The 
■better classes seek service in the army, in the public offices, or in pri- 
vate business concerns, — as clerks, if they are sufficiently educated, as 

( u ) A curious puhsicliary occupation mentioned in a Basfci report is sain sokha 
pvitek doctor). (Evidence, vol. II, p. 183. 

( u ) Famine report, 1908, pages 153 — 5. 
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orderlies, darwans or other menials, if they are not. The labouring 
classes are attracted by the mills and factories of large towns, the col- 
lieries of Bengal, or the tea plantations of Assam and Dehra Dun. It 
is possible to obtain some clue of the extent of the assistance rendered 
by these emigrants to their families from the returns of money orders 
paid in the different districts. The total sum paid by money order dur- 
ing the year 1928-29 throughout the province was 1,385 lakhs/ Of 
this amount 7| crores or 56 per cent, were paid in fifteen districts 
from which emigration is known to be considerable, as in the follow- 
ing table : 


District. 

Amount 

in 

lakhs. 

District. 

Amount 

in 

lakhs. 

Caw spore 

GO 

Fyzabad 

48 

Benares 

S0£ 

Sultanpur 

43| 

Allahabad 

71 

Partabgarh 

35 1 

Agra 

69^ 

Ballia 

305 

Lucknow 

65 

Bae Bare i .. .. 

27k 

Gorakhpur 

60 

VTrzapur 

25 

Azamgarh 

54i 

Ghazipur 

24 

Jaunpur 

335- 




In some of these districts, no doubt, there are big cities, — Cawn- 
pore, Allahabad, Agra, Benares and Lucknow — , and the volume of 
payments by money order would be large in any case. Again, in 
Gorakhpur, with its 3 million inhabitants, 60 lakhs is not an extrava- 
gant figure. But this explanation will not cover the other districts, 
all of which, save Fyzabad, are entirely rural and possess no trade 
or industry sufficient to account for these high amounts. There can, 
therefore, be no doubt that emigrants’ remittances in these districts 
are a valuable additional source of income to the peasant families 
which receive them. There are a few other districts with high returns 
of money orders paid, namely, Aligarh (39 lakhs), Farrukhahad (31 
lakhs), Gonda (30 lakhs), Meerut (38J lakhs), Saharanpur (27J lakhs), 
Bijnor (28 lakhs), and Moradabad (42 lakhs). Though emigration is 
relatively small from these districts, some of them are military recruit- 
ing areas, and a part of these remittances come from soldiers 
serving in other parts of India, Nor is the profit derived by 
agriculture from emigration confined to occasional remittances. The' 
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emigrant, when at last he returns home, often brings large sums with 
him. One demean of a bank in Burma retired worth a lakh, which he 
had made by lending, — principally to the bank’s clerks !. 

B. — Urban. 

69. The urban population . — Of the total population of the province 
only 106 per thousand live in towns. The percentage of urban to rural 
is highest in the west and declines steadily towards the east. In the 
West Indo-Gangetie Plain it is 153; in the Sub-Himalaya Eastern divi- 
sion it is only 36. The total number of towns at the census of 1921 was 
446, varying from the city of Lucknow with over 240,000 inhabitants to 
Kotdwara (in Garhwal at the foot of the Himalayas) with under 400. 
Of the total number of towns only eighteen had a population of over 
15,000; as many as 213 had a population of under 5,000. 

70. Country towns . — The vast majority of these urban areas can 
best be described as country towns, — “exaggerated villages with a cer- 
tain non-agricultural population attracted by the convenience of their 
sites.” As a rule the trade of such a town lies in its own vicinity, 
subservient to the interests of the rural tract of which it is a centre. 
Most of them are either small municipalities, town areas, or notified 
areas under the appropriate Acts, and are beginning to develop modern 
amenities such as lighting and drainage. With the completion of a 
large hydro-electric scheme .now being carried out, some 62 towns of 
more than 5,000 inhabitants in. the seven north-western districts will 
receive electric power, — a change which it may be hoped will result in 
industrial expansion. 

71. Cities and large towns . — The rest, wdiich are the larger towns 
of the province, owe their origin to some extraneous causes. Most of 
them were built by different rulers for strategical and political reasons. 
Thus Akbar chose Agra for his capital. Fyzabad, Jaunpur, Bareilly, 
Shahjahanpur, Farrukhabad, Moradabad, Saharanpur, Budaun, Amroha, 
Sambhal, Bahraieh, Banda and Shahabad were all founded by some 
Muslim potentate, and are still the homes of his descendants. Asaf-ud- 
daula built Lucknow merely because he disliked Fyzabad. Benares, 
Allahabad, Ajodhya, Muttra, Bindhachal, Hardwar and, to some ex- 
tent, Gorakhpur are important chiefly as centres of religion. Meerut 
and* Jhansi were created by the British Government. Cawnpore owes 
its origin to trade, and is the only place of first-class importance in the 
province which does. But if other causes made the towns, yet trade 
is the cause that has maintained them. And, where trade has deterio- 
rated, the prosperity of the town has decreased with it. Farrukhabad, 
Mirzapur and Ghazipur were once commercially important, being 
centre of the old water-borne trade; but the advent of railways has 


diverted it elsewhere and their population has decreased. Twenty-four 
towns with a population of over 39,000 are classed as cities. Of these 
seven have more than 100,000 inhabitants. Lucknow, the “widowed 
capital of an extinct dynasty/’ has the largest population of over *240,000; 
Cawnpore comes second with over 200,000; Benares third, with 198,000. 
The other four are Agra, Allahabad, Bareilly and Meerut. Of these 
Cawnpore and Meerut are also increasing in size. Cawnpore is the 
centre of provincial industry ; whilst Meerut is in the richest, tract of the 
province. Other large towns -which are expanding are Moradabad and 
Shahjahanpur. Elsewhere, the unhealthiness of the decade ending in 
1921 caused the population to decrease. But the set-back should only be 
temporary in Agra, Amroha, Bareilly, Budaun, Etawah, Hathras, Jvoil- 
Aligarh, Saharanpur, Sambhal and Shahjahanpur, for all have thriving 
industries. Allahabad, Benares, Farrukhabad, Fyzahad, Gorakhpur, 
'Jaunpur, Lucknow, Mirzapur and Muttra are cities which live principal- 
ly in the past. 

72. Principal urban industries . — Cotton is ginned and spun with 
rude appliances all over the province, and weaving is carried 
out in most districts; so, too, is dyeing. Benares and Lucknow 
are the chief centres of the luxury industries : the weaving 
of silk; embroidery of every kind in gold and silver on velvet, silk or 
sarcenet, or of silk and cotton on muslin,— the last-named is the well- 
known chikan work of Lucknow, an industry of the respectable poor, 
especially Muslims. Agra, Aligarh and Bareilly are famous for their 
cotton carpets, whilst Mirzapur is the chief centre for the manufacture 
of woollen carpets. The cotton-printing industry is well established in 
Lucknow, Farrukhabad, Shahjahanpur and other smaller places. Orna- 
mental metal work is a speciality of Lucknow (silver), Moradabad and 
Benares (brass and copper); whilst metal household vessels of all sorts 
are made principally in Mirzapur, Farrukhabad and Lucknow. Glass 
bangles are made in Firozabad in the Agra district. The manufacture 
of glass for domestic use is carried out at Bahjoi in Budaun and Allah- 
abad. There is a considerable trade in articles carved from marble and 
soapstone at Agra, whilst Saharanpur and Nagina are the centres of' 
wood-carving; the latter specializes in ebony. Aligarh enjoys the mono- 
poly of lock-making. All these industries are carried out both in 
factories and in the home. The principal factory centres are Cawnpore, 
Agra and Hathras. At the census of 1921, according to the industrial- 
statistics then collected, there were in all 1,369 factories in the prov- 
ince, mainly connected with textiles, metal, sugar, flour, oil and 
leather. These factories are usually run on Western methods and the 
bigger establishments in ordinary times find no difficulty in supplying 
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themselves with capital. The same is not always true of the smaller 
factories. 

73. All industries, whether of a factory or cottage type, are suffer- 
ing from foreign competition and the trade depression of recent years. 
The cottage industries also suffer from competition with factories and 
from changes in popular taste, both in respect of material and of design. 
But they suffer most from their own conservatism. The industrialist's 
business methods are out of date. He has not learnt that contracts 
are made to be kept. He will not bind himself to supply an article of a 
certain kind on a certain day, and prefers to work as, and when, the 
artistic spirit moves him. He has not learnt that advertisement is an 
essential preliminary to the sale of goods; customers must come to him, 
for he will not go to the customers. There are a certain number of 
manufacturers who have managed, in one way or another, to get and keep 
in touch with the foreign market ;( 13 ) and in such cases the industry 
usually flourishes. But taken as a whole, the cottage industries of 
the province are declining. 

G. — Social. 

74. Economic aspects of the Hindu social system . — Every Hindu 
Is subject to a customary code which governs his every action, almost his 
•every movement, from the cradle to the grave, and gives shape to his 
entire environment, economic as well as social and religious. Any ac- 
count of the economic features of an Indian province would be incomplete 
if it did not contain a description of the economic aspect of the Hindu 
social system, especially when that account is preliminary to an examina- 
tion of indebtedness. For, on the one hand, one of the principal factors 
which produced caste was the economic principle of differentiation of 
function, in accordance with which first the ancient trade guilds^ and 
then their modern successors, the occupational castes, came into exist- 
ence; whilst, on the other hand, as numerous statements in our evidence 
prove, a very large part of the total agricultural debt is the direct effect 
of unavoidable social custom. Within the space at our disposal it is 
impossible to deal with this matter in detail; all that is possible is to 
give instances to prove the main contention, namely, that the caste 
system has a profound effect on the economic life of an Indian peasant. 

75. Economic effect of social status . — The caste system is essen- 
tially aristocratic. Every caste has its appointed rank and every indivi- 
dual’s status in society is governed by the rank of the caste to which he 
belongs. That status cannot be raised. It can, however, be lowered, if 
in any respect he fails to obey the dictates of custom; and the higher the 

P) Usually such industrialists were exhibitors at the Wembley Exhibition and 
profited by the lessons which they then gained. 



( as > 


caste the greater the need for such observance. Some of the customs 
affecting social status have an important economic bearing. 

(1) A high caste woman, whether Hindu or Muslim, must remain 
in seclusion. She cannot work in the fields 

(2) Custom forbids a Brahman or Bajput to handle the plough. 
Some 'witnesses suggest that this custom is weakening. It is, however, 
still generally prevalent. This restriction appears to have no religious 
sanction. Maim in referring to the various means of livelihood open to a. 
Brahman, after first mentioning the priestly and military occupations, 
writes : “If it be asked how 7 he (the Brahman) must live, should he be 
unable to get a subsistence by either of these employments, the answer 
is he may subsist as a mercantile man, applying himself in person to 
tillage and attendance on cattle. 55 ( 14 ) 

(3) A high caste man who comes into physical contact with a mem- 
ber cf an untouchable caste becomes impure, and must at once wash 
both himself and his clothes. As most field labourers are “untouch- 
ables, 55 and it is difficult to avoid such contact in some of the field 
operations in which a high caste man could assist, the latter is apt to 
confine his energies to supervision. This taboo is also said to be 
weakening, but it still persists. 

(4) Expenditure on various ceremonies is much larger amongst 
high castes than low. Not only has a Brahman or Bajput to spend more 
lest he lose social standing : but he must observe all the twice-born rites, 
whilst a man of lower caste can restrict himself only to the most im- 
portant. And there are sixteen of these rites ( scinskara ), all of which- 
cost money : marriage, of course, is by far the most expensive. 

76. These social customs have the following economic results : — 
Firstly, they increase the cost of cultivation, since the high castes must 
emplefr-Jar more labour than the low. Secondly , high caste cultivation 
is rarely as skilf ul or productive as low caste cultivation : where the 
Kurmi produces wdieat, the Brahman produces barley, and only second- 
rate barley. On the other hand, the high casu& usually enjoy a- rental 
privilege, which is often as high as 25 per cent., and generally possess 
far more than their fair share of*the larger holdings. The Brahman, 
moreover, by virtue of his Brahmanhood has a subsidiary source of 
revenue in the shape of priestly and caste dues (purohiti and brit or 
jajmani). These include not only fees for services rendered, but pre- 
sents, usually of food, that are made either on ceremonial occasions or 
by way of a penance. One of the most common punishments in the 
penal code of any caste panchayat is the feeding of so many Brahmans. 


( w ) Institutes X, 82. 



TJ. In short, the high caste agriculturist possesses certain definite- 
advantages, which are, however, more than counterbalanced by the cost- 
liness of his cultivation and the inferiority of his crops. He also has to 
bear specially high expenditure as a result of his social obligations, 
set off, in the case of a Brahman, by a steady income derived with the 
minimum of toil from his Brahmanhood. On balance, the Brahman 
certainly gains. The figures at our disposal suggest that the Br ahma n’s 
debt is by no means so high as that of the Rajput; indeed, it is often rela- 
tively low, whilst there are many instances on record of moneylending 
Brahmans. But the Rajput as a class is deeply in debt, and our witness- 
es have many unfavourable comments to pass on his habits. One writes 
as follows: “The predominant Rajput is notorious for extravagance 
and bad husbandry. Proud of his birth and traditions, more accustomed 
to fight than to till, the Rajput is by common consent the worst cultiva- 
tor of this district (Meerut) lie considers it below his dignity 

to touch the plough himself and his fields are at the mercy of hirelings. 
.... His pride of birth and regard for ancient tradition make him 
prodigal in his expenditure on marriages and other social functions. The 
traditional custom of marrying his daughter to a social superior leads 
to reckless borrowing and ends in the mortgage and sale of his land. 
Yet though he. is so scrupulous to preserve his izzati (honour), he is rarely 
punctual in repayment of his debt.” ( 15 > Another witness writes “Par- 
tabgarh is a district of Rajput taluqdars and the petty Rajput zaniinclars 
feel that they must maintain the same social status as their richer bre- 
thren, with the result that they spend freely on marriages and other 
social customs to keep up their prestige.” ( 10 ) In this particular village, 
the Rajput landlords owed over Rs. 14,000, of which over Rs. 4,000 had 
been expended on marriages, against the tenantry’s debt of under 
Rs. 700. In every district that has recently been under settlement 
Rajputs seem to have lost considerable areas of land, regardihg'"which 
one witness goes so far as to say that it would be a good thing if they 
lose more. Other high castes are also deeply indebted, notably the 
Bhuinhar Brahman of the eastern districts and the Kayastha. Social 
expenditure is also high amongst certain lower castes that have prosper- 
ed, and accordingly have begun to ape the customs of their betters. 

78. Economic effect of caste on trade and industry . — As has 
already been mentioned, the functional castes are often the direct descen- 
dants of the trade guilds of ancient India, and many of .them are as strict 
in regulating trade matters as ever were the guilds. Their panchaxjats , 


( 15 ) Evidence, Yol. IX, p. 228. 
( 10 ) Evidence, Yol. II, p. 199. 
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which are often extremely powerful bodies, deal with such offences' 
against trade custom as encroaching on’ another’s ' clientele, raising or 
lowering prices and methods of sale or manufacture. The strongest 
weapons in the hands of the paneliayats of Junctional castes are the strike 
and the boycott, and they use them freely, not only against individuals 
but against entire castes, against local bodies, and even against 
xnent. Some forty years ago, the Koiri poppy-growers, being dissatis- 
fied with the rates paid for opium by government, summoned a pancha * 
yat, which decided to refuse payment at the prevalent rate and cease 
growing poppy unless the rate was enhanced. And in the end the rate 
had to be raised. The class of offences with which these paneliayats 
most commonly deal are those connected with jajmani; an alternative 
term is brit . Literally the word “ jajman ” means “the giver of the 
sacrifice” ; but it is now extended to include a client or patron of any 
kind. The jajmans of a Brahman purohit or priest are his parishioners, 
whose domestic rites it is his duty to superintend. In the same way, 
Ghamars, Doms, Dafalis, Bhats, Nais, Bhangis, Barhais, Lohars and 
Mahabrahmans all have their jajmani or circle of clients, from whom 
they receive fixed dues in return for regular services. The Ghamar’s 
jajmans are those from whom he receives dead cattle and to whom he 
supplies leather and shoes. His wife has a jajmani of her own, for 
whom she acts as midwife and performs various menial services at 
marriages and other festivals. The 1ST ai has a clientele whom he shaves, 
and for whom he acts as match-maker and performer of minor surgical 
operations (such as drawing teeth or lancing boils). His wife is the 
hereditary monthly nurse. Barhais and Lohars in the villages have 
their circles of constituents whose ploughs and other agricultural gear 
they make or mend. The Dorn’s jajmani is a beat in which he alone is 
allowed to beg or steal. The jajmani is a valuable source of income, 
both heritable and transferable. We have many instances on record 
where jajmanis have been mortgaged’, both with and without possession, 
whilst it is said that the Dorn’s begging beat and the Bhangi’s circle 
of clients are often given as a dowry. They are accordingly strictly 
demarcated, and to poach on them is an action bitterly resented. It 
is said that a Dom would not' hesitate to hand over to the police any 
strange Dom who stole within the former's “jurisdiction.” The 
jajmani , of course, is a valuable asset and many a villager derives at least 
as much of his income from this source as from his fields. ( 17 ) 


( lf ) For cases of interference by pemchnyats in trade matters see Census Report, 
3011, pages 342, 34-3. An account of the dues paid to Lohars. Chnmars, Barhais and 
yiais by their clients -will be found in the Evidence, Vol. IT, p. 229. 
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79. One witness writing of Agra tells us that the Tillage money- 
lender in those parts also works on the jajmani system. When the 
sdhulmr , as he is there called, accepts a cultivator as his client ( asami ), 
h becomes his duty to give advances in money for any purpose whatso- 
ever, and also in any kind in which he deals. The client, on the other 
hand, undertakes to borrow from no one else and to settle the sahukafs 
dues out of his produce before he settles anybody else’s. The system 
appears to be peculiar to some western districts, and has certain obvious 
advantages. As another witness has put it “the asami is wedded to one 
mahajan who stands by him through thick and thin and advances him 
money at all times/’ In other words, the interests of lender and 
borrower are identical 

80. Social custom and debt, (a) Marriage . — “The begetting of a 
virtuous son,” says Baudhayana, “saves his father from hell, together 
with the seven preceding and seven following generations.” Marriage, 
therefore, is a religious duty, which the Hindu owes not only to himself, 
but to his ancestors and his descendants; and marriage expenditure is 
unavoidable. 

81. Amongst all castes of good social standing, the burden of 
marriage expenditure falls on the father of the bride. He must provide 
the girl with a suitable dowry , and with ornaments, clothing, and house- 
hold utensils. He must entertain the bridegroom’s party for several 
days; he must fee the officiating priest; he must feast the assembled 
brethren and Brahmans. The groom, on his side, must purchase suit- 
able presents for the bride, and suitable wedding garments for himself 
and his suite; but, as a rule, the dowry more than covers his expendi- 
ture. Amongst low castes, on the other hand, two customs are 
prevalent which reduce the burden by distributing it. Firstly , 
the brethren present at the feast are often invited to make a contribu- 
tion ( takawan ) towards the wedding expenses; a brass plate 
( thali ) is passed round into which each guest drops a silver coin.( 18 ) 
And secondly , in many low castes, the dowry paid by the father of 
the bride is replaced by a bride-price, paid by the father of the bride- 
groom, which in practice is always appropriated to the cost of the 
ceremony. This bride-price is generally fixed by caste custom and is 
sometimes so small that it plainly dates back to a time when the pur- 
chasing power of money was much greater than it is now.( 19 ) In other 


( IS ) As a speculation moneylenders will sometimes advance a sum fixed by 
agreement and take the takawan in full payment (Evidence, Yol/IT, p. 58). 

• ( lf 0 For a list of bride-prices, see Census Report, 1911. page 221. The lowest 
is Rs. 1£, but there are twenty-five under Rs. 10. See also Evidence, Vol. II, p. 259. 



( 39 ) 


cases, the bride-price is specially fixed on a consideration of the circum- 
stances of the bridegroom and his family. * 

8*3. Marriage expenditure is often grossly extravagant. The . 
principal cause is the custom of hypergamy, which is prevalent in all 
castes of good social position, by which the bride must always be of 
lower social position than the bridegroom. The result is that the bride’s 
family, in an attempt to live up to the bridegroom’s position, spend much 
larger sums on the wedding than they can afford. It is not surprising 
that in such a caste as the Rajput, to whom display is almost a social 
duty, the birth of a daughter means the beginning of debt. One witness 
estimates the marriage expenditure of a Rajput cultivator at Rs. 600; but 
it must often be much higher than that, and amongst the wealthier 
members of the community, sometimes runs into lakhs. Amongst low 
castes, as a rule, marriage expenditure is not so serious a matter, and is : 
very often repaid within a reasonable period. A Kurmi wife, it is said, 
costs Rs. 32. Nevertheless, even the lowest castes are occasionally 
extravagant; for instance, an instance is recorded of an Arakh in a ■ 
village of Hardoi district who spent Rs. 300 on the wedding of his : 
daughter, though his only sources of income were a holding of under I 
two acres and the wages of occasional labour. ■ 

83. (b) Other ceremonies . — Other ceremonies besides marriage 

often drive the villager into debt. Amongst those mentioned are birth 
and funeral ceremonies, shraddhas, and the upanayana or thread cere- ■ 
mony. Money is also frequently borrowed for pilgrimages, and occa- j 
sionally for kathas (sacred recitations). The sums are often consider- j 
able. j 

84. (c) Caste penalties . — The jurisdiction of caste panchayats in ! 
matters of trade has already been mentioned. Their principal concern, j 
hovs^yer, is the investigation and punishment of offences against social j 
customs. These panchayats frequently impose heavy fines, or order the | 
offender to give a feast either to a specified number of Brahmans, or to \ 
the brotherhood, or to both. As the offender is invariably excommunicat- I 
ed till the sentence has been carried out, he must often find it necessary ! 
to borrow. Naturally villagers would be reticent about debts ( 20 ) due to i 
this cause, and only one instance of it is actually mentioned. 

85. Ancestral debt— A very common object of borrowing is for the j 
repayment of ancestral debt. As it is also a type of debt from which the | 
debtor finds it difficult to free himself effectively, it is necessary to j 
explain precisely the nature of the obligation which makes debt heritable. \ 

(*°) A number of actual instances of panchayats * sentences will be found in Census ‘ 
Report, 1911, pages 340*341. ' j 
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The liability of one person to pay debts contracted by another depends 
ultimately on the principle, constantly recurring in Hindu Law, 
that legal rights are taken subject to the discharge, of moral obligations. ( 21 ) 
It may arise from three completely different sources. These are: — 
Firstly , the religious duty of discharging a debtor from the sin of his 
debt ; secondly , the heir’s moral duty of paying a debt contracted by the 
person whose assets he has inherited: and thirdly, the legal duty of pay- 
ing a debt contracted by one person as the agent, expressed or implied, 
of another. The first duty arises only in the case of the debtor’s imme- 
diate descendants, son and grandson. The second arises in the case of 
any heir or successor in interest. The third is an incident of the Hindu 
joint family system, and affects the co-sharers of the managing member 
of such a family. In any one case, two or more* of these duties may co- 
exist, but any one of them is sufficient, to constitute the liability. 

86. It is necessary to realize, however, that this liability has its 
limitations. Firstly , the liability does not descend beyond the grand- 
son, whilst some authors hold that it covers interest in the case of a 
father’s debt only, and not of the grandfather’s. Secondly , the heirs 
cannot be compelled to pay debt incurred “for a cause repugnant to good 
morals.” Thirdly , the law, as now administered in all provinces except 
Bombay, limits the liability to the extent of the assets inherited. But 
these limitations are not of much practical importance. Few heirs would 
dishonour their ancestors’ memory by repudiating their debts as immoral. 
Again, a moneylender who was likely to be defeated by either the first 
or the third exception, would invariably try to induce the heir concerned 
to execute a promissory note in his own name; and such is the force of 
tradition that he would generally succeed. If he does, then the debt 
revives as a debt of the heir himself, and both limitations are avoided. 

87. One of the Hindu lawgivers says : “he who having received a 

sum lent . . . does not repay it . . . will be bom hereafter in his 

creditor’s house a slave, a servant, a woman or a quadruped. ”( 22 ) In 
other words an unpaid debt is a sin, the consequences of which follow 
the debtor into his next life. It is not, therefore, sufficient for the heir 
to take over the debt , it is also necessary that he should pay it; and the 
evidence before us shows that a large ( 23 ) amount of fresh debt is borrow- 
ed to repay old debt. From the point of view of the ancestor that is 


( 21 ) Mavne’s Hindu Law and Usage , 8 th edition , page 394. The following account 
is entir j r : ->ed on this book. 

(- a i. Vrihaspati a pud Jagannathn Digest, Yol. I; page 884. 

• P 3 } Elsewhere the amount of total debt which consists of such borrowing is esti- 
mated at 15 per cent. See Chapter IY, para. 159. 
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doubtless satisfactory; from tire point of view of the descendant, hawever, 

it, means merely that the new debt replaces the old and one creditor 
replaces another. 

88. Muslim indebtedness.— ‘The main reason,” writes a Muham- 
an ^^ nes!5 > f° r the growing poverty of the Muslims in this province 

mi ^vr C0S ^ hving as compared with that of other communities. 

, ® ^ lslim has not adjusted himself to changed circumstances, and 
still adheres to^the habits and ways which characterized him during the 
eccottnce of Muslim rule in India.” His standard of living is infinitely 
more expensive than that of the Hindu, and always up to, if not beyond, 

• 1 f, C ° me ‘ Hospitality, moreover, is to him almost a religions duty. 

Croa s angels do not visit a house where there are no guests.” The 
charge of thriftlessness can be more justifiably laid at the door of the 
Muslim than of the Hindu peasant. His economic position is also 
seriously affected by the Muslim law of inheritance. In a Hindu joint 
turn v widows get merely a life interest, daughters get nothing, and 
1 e es ate is managed by a karta or agent. Amongst Muslims, on the 
other hand, the division of property after a death is inevitable, and often 
resu ts m bieaking up small estates into fragments which are not worth 
keeping. But though the heir’s income is thus diminished, his expen- 
diture remains on the same scale as it was before the property was 
divided ; for to cut down his expenses would bring disgrace to the 
family. The Muslim again, is more litigious than the Hindu. “The wrath 
o. t le petty Muslim zamindar is easily aroused, even on matters of 
minor importance ... If a tenant has the hardihood to 
lefuse to work for him, he must be punished, or if a neighbouring land- : 
lord has refused to allow the zamindar’ s cattle to graze in his pasture, he 
must be brought to his knees.” And the result is a lawsuit, or possibly 
a criminal prosecution. Meantime, his family pride prevents him from 
taking up commercial occupations unless he happens to have been born 
mto some trade, and even then he is rarely able to make both ends 
meet. Finally, the Muslim woman, unlike her Hindu sister, must 
■observe purdah in all but the lowest rank of society. The natural 
Jesuit ^ is that the Muslim falls quickly and easily into debt to 
an extent even greater than the Hindu. Yet whilst he is ready 
to pay the most usurious rates of interest, his religion does not permit 
him to lend money on interest; and thus such capital as the Muslim 
possesses is often rendered inoperative. 

89. The peasant s psychology , — The peasant is generally described 

a demoralized by his ceaseless struggle “to extort a bare 

OOrr b) wM;;. : wyyb;. \V : by y y- .AO'OV b'b A y- ‘-v / .. . . \ ■ f ■ : ; v .. • aww:; 1 '; 
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livelihood from an insufficient holding;” as a spendthrift, incapable of 
resisting the temptation to relieve pressing necessities by mortgaging 
his future income and even his capital ; as living a life of pathetic 
despondency, with neither the desire nor the will to live better. ( 24 ) 
And many of our witnesses would Concur in this generrv description, 
though they themselves provide many particular instances that prove 
it wrong. Long experience, no doubt, has taught the peasant that 
agriculture is a game of chance between man and nature : that nature’s 
dice are always loaded : that man can only win if nature permits. And 
such experience naturally induces a mood of fatalism. But the peasant 
also knows that at least five times in ten,( 25 ) man does win the game, 
and consequently he goes on playing it; his fatalism does not issue in 
inactivity. For his thriftlessness, it is necessary to distinguish. The 
low caste cultivator is by no means reckless in his expenditure. Occa- 
sionally an ambitious Arakli may spend Bs. 300 on his daughter’s' 
wedding, or an extravagant Chamar borrows Bs. 100 for his grand- 
mother’s funeral ;( 26 ) but generally he borrows no more than he must r 
and repays as soon as he can. The high caste cultivator is certainly 
extravagant, but his expenditure is directed not so much to the relief of 
his necessities, agricultural or personal, as to the maintenance of his 
social prestige : it is the extravagance not of an agriculturist, but of an 
aristocrat. 

90. It is Mr. Moreland who is responsible for the statement that 
the Indian peasant “has no will to live better,” though he admits that 
the inhibition is wearing tlhn in the conditions of recent years. The 
truth, however, is that the peasant has his own ideas of what constitutes- 
better living. Some, like the Kurmi, prefer to utilise their surplus in 
increasing their income by moneylending, or in acquiring fresh land. So 
far, at all events, they prefer an increase in material wealth to an 
increase in personal comfort, though the latter may come when their 
ambitions are satisfied. But most low castes that are prospering be- 
gin to ape their betters. They give up their low caste customs; they 
prohibit, for instance, the re-marriage of widows, abandon the use of 
intoxicants, reduce the age of marriage, pay Brahmans large fees to 
serve their rites, and increase their expenditure on marriages and other 
social ceremonies. Finally, they advance a claim to be descended from; 


( 24 ) See Muker jee’s Rural Economy of India , pages 6 and 30; Agricultural 
Commission’s report, pages 432 and 499, quoting Mr. W. H. Moreland. 

( 25 ) The peasant reckons five good years in ten : the expert economist reckons 
seven in ten. See evidence of Professor C. P. Thompson in Vol. IV. 

( 3S ) See above paragraph 82 for the Arakh : and Evidence, Vol. II, p. 261, for 
the Cnamar. ' CimhC-v t ■, 1 ' 


some, higher group of castes, the Brahman, the Clihattri, or the Vaish. 
To such castes better living means social position, not solid comfort. ( 27 t 

91. In proof of these assertions, we may quote the Jat and the' 
Kurmi, in praise of whom our witnesses have much to say. “The* 
Jat takes a high rank amongst the cultivating races of the province. 
He is simply a slave to his farm .... He never dreams of 
taking any service except in the army, he is thrifty to the verge of 
meanness and industrious beyond comparison. If his crops fail, it is 
sheer hard luck .... His fault is quarrelsomeness; and in litiga- 
tion he never knows when he is beaten. ”( 28 ) • As in litigation, so in 
agriculture, — he never knows when he is beaten. He spends his life 
in quarrelling with nature. The Jat never says die : according to the 
proverb, “Jat mara tab janiye jab terahwin guzar jae” (never be sure 
that a Jat is dead till the days of mourning for him are over). 

As for the Kurmi, he is even more canny in money matters than 
the Jat, though less quarrelsome. Apart from that, there is nothing to* 
choose between them. “ The Kurmi is always planting, whether his 
crop lives or dies/’ 

And there are many other agricultural castes that are well nigh as 
good as the Jat or the Kurmi. 

92. The peasant's ignorance. — There is, therefore, little wrong 
with the peasant’s character. His mental equipment, however, leaves 
much to be desired. He has a certain native shrewdness, and the most 
cunning moneylender cannot easily deceive him. But he is wholly 
ignorant of many matters of great importance to bis own well-being. If 
he does not improve his methods of cultivation, it is because he does, 
not know how to do it. If he has not the will to live better, it is- 
because he does not know in what better living consists. If he submits 
too rg&dily to temptation to misuse his credit, it is because he has never- 
been taught how to use it. And being wholly illiterate he cannot 
acquire this knowledge for himself. Indeed, he has little interest in 
affairs outside the narrow rural circle in which he lives. His conversa- 
tion is mainly of the crops, of food, and of money. His only amuse- 
ments consist of a religious recitation (hatha), an occasional itinerant 
show, or a visit to the neighbouring bazar. His only intellectual exercise 
is taken in the mazes of the family lawsuit. There are, however, 
signs that in present conditions the scope of his interests is beginning' 

(“') The Settlement Officer of Rae Bareli reports that the prosperous market gar- 
dening castes (Ha chhi and Mnrao) of that district are aping the high castes in the 
matter of social expenditure. See also Census Report, 1011, pages 322 and 323, and* 
Census Report, 1921, page 151. Similar requests with reference to the Census of 1931 
are already coming in. pry 

( 2S ) Crooke’s Tribe s and Castes of the N.-W . P. and Oudh , Vol. Ill, page 40. 
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to widen, and now embraces matters* to which, ten years ago he was 
entirely indifferent. For instance, politicians tell us, undoubtedly with 
truth, that he .is now curious of political questions. That is all to the 
good, for if he is prepared to give thought to public affairs, he will pro- 
bably pay more attention to his own private affairs. And when he does; 
it is impossible that he should remain satisfied with their condition. In 
a word, what the peasant most needs is education, — not merely in the 
narrow sense of literacy, but in its broadest sense, the development of 
mental powers, — education, and a little of that “splendid discontent / 9 
which is the first step in the progress of a man or a nation. 
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CHAPTER III. 

I General description of existing credit agencies* 

v };■ A >■"! ■ ;A-7 AAv.A y '' : "' -7k: A r , ■ ■V: : AkJ 

| 93. It is impossible to give a coherent account of the credit system 

I of the United Provinces; indeed “system,” in this connexion, is a 

I word misused. Numerous forms of credit transaction are practised, 

| most varieties of credit agency are represented. Yet it is impossible to 

-assert of any agency that it confines itself to any particular type 
| of transaction. The petty moneylender of the village often has 

i his dealings in the town, the financial magnate of the town does 

not disdain at times the petty operations of the village. ( x ) 
i Again, there are few moneylenders, from the wealthy shroff to the rural 

1 bama , who do not combine with moneylending some other line of busi- 

ness, which is often the more important of the two. “They are grain 
dealers, general merchants, commercial agents, brokers, goldsmiths, 

I jewellers, land-owners, industrialists, and traders”, ( 2 ) — notably traders in 
cloth and cattle. And the professional moneylender has amateur com- 
petitors. Landlord and tenant, pensioner and petty official, lawyer 
•and priest, even the landless labourer — Brahman, Rajput, Eurmi, 
Koiri, even the Chamar — anybody with spare cash seems to prefer 
usury to any other form of investment. ( 3 ) Adapting Sir Alfred Ly all’s 
famous phrase we can fairly describe the credit system of the province as 
“a tangled jungle of disorderly transactions.” Nor is the task of descrip- 
tion made easier by the fact that the terminology of credit is as indeter- 
minate as the thing itself. The village usurer is known by various names 
in different parts of the province — bania , mahajan, sahuhar , bohra , 
beopari , — all of which are used elsewhere in other senses. ( 4 ) And in 

( ] ) For instance the Ra-stogis of Lucknow and the wealthy merchants of Morad- 
abad lend ixffffiey in the rural tracts of neighbouring districts. 

(-) L. G. Jain, Indigenous Banking in India, p. 43. 

( 3 ) One small village of 331 inhabitants is reported to owe money to 60 individual 
moneylenders, of whom only eight were professionals. There were eleven landlords, 
twenty tenants, four officials (patwaris and schoolmasters), five traders, several labourers, 
a faqir, a priest, a pleader, and Government. In another village one or the moneylenders 
was a deity whose shrine was in the locality. (Evidence, vol. II, p. 249). . 

(•*) As moneylending is so often a secondary occupation, it is perhaps 
•significant that of the various terms for moneylender, only one originally carried that 
meaning — bohra , a corruption of beohara, which means lender or creditor. Bania means 
trader, shopkeeper. Mahajan means literally “a great man”; thence through the meanings 
■“worthy of credit” and “possessing credit” to banker or merchant. Sahukar (vulgarly 
■sowcar) meant first honest, then solvent, then merchant, trader, banker. Beopari 

I ibaipari , vyqpari) means a tradesman. Bania was long used as a caste name for 
all sorts of traders; it has been replaced in' this sense by the older word Vaish. _ Bohra 
is recognized as a caste in western districts, which claim Brahmanical descent. 

• Mahajan has also been used by some as a caste name, usually the lower (non- Vaish) 
trading castes, such as Ealwars. 
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th^se circumstances it appears advisable, at this stage, merely to describe 
the existing credit agencies one by one, without attempting to correlate 
them or their activities, or to classify them except in broad groups. 

A . — Rural credit agencies, (1) The professionals. 

94. The village moneylender .• — The village moneylender, or bania } 
as he is most commonly termed, has existed in India from time- 
immemorial. Traditionally moneylending is an occupation appertain- 
ing to the Vaishyas, the trading, commercial and industrial class of 
ancient India; but from an early date this Vaishya preserve was invaded 
by members of higher groups, who preferred wealth to social position. 
At the present day the moneylender may belong to any caste; Brahmans, 
Rajputs, Khattris, Telis, Halwais, Kalwars are only some of those 
mentioned in our reports, with Vaishyas of divers groups and diverse 
standing, from the proud Agarwal to the humble Ivandu. 

95. For many centuries the bania tribe has borne a bad name for 
rapacity and meanness. Rustic wit is responsible for many a sarcastic 
proverb at their expense,^) Tavernier, writing about 1660, says of 
them that “they are so subtle and nimble in trade, that the Jews might 
be their 'prentices.’ ’ And in popular opinion they have not improved 
since Tavernier wrote. But there is ample evidence before us to show 
that popular opinion, as often, exaggerates. Says one witness( 6 ), “the- 
village moneylender is often described as a vampire who sucks the 
blood of the cultivators, but in fact he is not altogether the bloodthirsty 

“creature which he is painted.” He is certainly no philanthropist; his 
object is to make money, and he is not always particular regarding the 
means by which he does it. He will deduct future interest from the 
principal before he pays it; he will debit his client with all incidental 
expenses. He will cause an illiterate borrower to put his thumb-impres- 
sion on a blank form, and subsequently fill it up with a sum in excess 
of the amount actually lent. Pie charges a rate of interest which is 
always high and often extortionate, and compounds it at frequent inter- 
yals. Nevertheless his prosperity depends on that of the peasantry 
whom he finances; it is not to his advantage to see a client ruined, and 
when occasion arises he can and does show leniency. He will not, for 
^ instance, use his fraudulent bond unless the client by his contumacy 
forces him to go to law. Again, if his debtor is prompt and punctual 
in repayment, he will often allow him a rebate of interest when the 

(*) "Bania mare jan , thag mare an j art" : The robber slays strangers, the 
His friends. “Na bania mit, na beswa sati : A friendly bania, is as common as a chaste 

“A bania goes in like a needle and comes out like a sword.’- See Bisley> 
■People of India, 1915, pages 311 — 313. 

(*) Evidence, vol. It, p. 229. 



account is finally closed. Meantime, it is to him that the needy peasant 
turns for help in every trouble. It is he who lends him money for his 
rent, and so saves him from ejectment. In the best of years there are 
always two periods when the small cultivator’s stock of food runs short : 
it is the bania -who provides him with the means of subsistence . It is again 
he who finances the marriage ceremony and the lawsuit, — one almost as 
inevitable as the other. It is his capital, constantly revolving in its own 
narrow circle, wdiich brings crop after crop to the threshing floor. He 
is indispensable in the economic life of the people whom he serves, and 
the people know it. “The peasant always shows a great regard for the 
village moneylender. ”( 7 ) Though they may gird at him, yet they 
prefer his methods to those of either government or co-operative society. 
He does not keep the borrower waiting for his money till the time for 
its profitable spending mis passed. Tie does not press for repayment 
at due date, if he knows that such repayment is inconvenient. He does 
not conduct embarrassing inquiries into his client’s haisiyat (financial 
condition); for what it is worth, he knows it already, and the element 
in it to which he attaches most importance is the client’s reputation 
for prompt and regular payments 8 ) Though he may hold a lien on 
the standing crop or the unborn calf, yet if he can rely on his client’s 
honesty, his bond becomes for him little more than collateral security, 
to be used only if he finds that his reliance is misplaced. 

96.* In short, the village moneylender is an indispensable element 
in rural life, — an element that is often expensive and sometimes dan- 
gerous, but always necessary. Should he withhold credit, as under the 
stress of circumstances he sometimes does, then widespread distress 
quickly follows. When the village moneylender draws tight his purse- 
strings, government must open test works. ( 9 ) 

977* The village moneylender falls into two classes; the differences 
between them are of sufficient importance to warrant separate description. 
To the first we have attached the label bania; to the second the label 
mahajan . 7 , 

98. The village bania. — Scattered up and down the countryside 
there are to be found petty tradesmen, — dealers in grain or provisions, or 
keepers of small general shops, — who sell goods on credit and also lend 
money in small sums. They generally belong to one of the lower Yaish 
groups or to such castes as the Teli, the Kalwar or the Halwai. Their 
capital is small, rarely exceeding a thousand rupees; and their 

( 7 ) Evidence, vol. II, p. 2*29. * 

( 8 ) These are the arguments used repeatedly to explain the unpopularity both of 
taqavi and co-operative society’s loans, 

( 9 ) Precisely this situation has arisen in the Muttra district. 
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transactions are to match. Their fortunes and those of their clients are 
identical. In a good season their dues are promptly paid, and client 
and creditor grow prosperous together. In a ibad season theil dues 
remain unpaid, and creditor and client alike must tighten their belts. 
This community of interests produces a fellow-feeling which reflects 
itself in their business methods. They rarely trouble themselves about 
security; their security is their personal knowledge of their clients 
Many, possibly most, of their loans are of the kind called clast garda 
( qarza ) or hath udhar , in which there is neither document nor witness, 
and the loan is granted on a simple promise to repay, sometimes backed 
by an oath. ( 10 ) 


99. The transactions of so small a capitalist are necessarily small. 
The nature of them is apparent from a curious document reproduced in 
one of our special reports. C 11 ) . This document is a statement of 
account rendered bv a village bania to his client covering a rabi season 
from seed time to harvest. ( 12 ) It may be summarised as follows 


Debit. 


Obedit. 




Bs. 

a. 



Ba. 

a. 

P* 

Cash (1) in Kartik ♦ . 


5 

0 

0 

Cash • . •«■ 

.. 10 

0 

0 

(2) in Phagun . . 

«/• 

: ;t; 

0 

0 

Grain ( bejhar ), value 

.. 10 

8 

6 

(3) at Boh and 

other 




Ghi, value 

.. 1 

0 

0 

festivals . . 


9 

0 

0 

Use of oart, value .. 

.. 3 

8 

0 

Seed (1) wheat, value 

C Ip vVf 

11 

0 

0 

Pair of shoes, value 

.. 1 

4 

a 

(2) gram, value 


1 

s 

9 

Fodder, value 

.. 1 

4 

0 

Wheat at Holi, value. . 

'/ Vy 

2 

5 

0 

Gandhi (?) ( 13 ), value 

.. 11 

0 

0 

Sugar at Soli, value . , 

. * 

1 

0 

0 





Cloth for garments, value 


11 


0 

1 





Total (sic) 


41 

8 

9 

Total (sic) 

.. 39 

*2 

6 


Tlris account clearly relates to the occasional borrowings some 
cultivator for various needs, both agricultural and domestic, — 
a man of some substance, since he possesses a bullock cart, and, 
as is shown by his paying part of his debt in ghi , at least one milch 
cow. ' V It is a running account : the cash debit of Es. 21 was taken in 
seven instalments varying from one to six rupees, whilst there were 
four purchases of cloth varying from thirteen annas to seven rupees.. 
The debtor begins his rabi season by borrowing seed of two kinds to the 


( l0 ) 'Ii. 0. Jain op. c/t, page 63. 

( n ) Evidence, vol. II, p. 358. * 

( 1S ) Kartik to Phagitn 1984 Sambat, corresponding with October, 1927 to March- 

1928. 

( u ) “Gandhi” is reproduced from the report. It is an impossible word, which 
may conceal chandi (silver), kandi (cowdung fuel), or kandhi ( a kind of necklace). 
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another seven rupees. ■ Meantim pTT}- & ^ rVest at band > he borrows 
extent of three shirts a <z/w,- ai J haS rep 7 I ® nished his wardrobe to the 
M and other fe tl h as r!7°v ^ “ d “ Celeb -^ 

• Bs. 12-5-0. It may teth er STS£T t ^.-^ance at a cost of 
popular idea that as between a literate ,t thlS . ac ^ 0Unt contradicts the 
client the advantage isaTwavs w t +1 and an illiterate 

account. For both the S 6 former ' because he **1* the 

and Es. 38-8-6 respectiveE^ari^K 6 ,^ ron ^ ’ tk ey should be Es. 48-6-9 
Again, whereas a bW er monetlenf eiT ° r ® are 111 favour of the client, 
except in cash or if Te haTtonf Yu generally refuse payment 

this bania has accepted na^ 8 u ^ ^ <* the same kind, 

grain of a much £„*£**£ S tinTh^T ' M “Si 

C Ln Tn‘ hort" ft! rX“T ,Ie0ivima] y “ th “ pnrchases 

bnemess , s on , ^ , l arger ^ he “ e , r ' "»• 

deale m b,gger amounts and las a more numerous clieuffle Severn! 
instances are mentioned m our reports of individuals whose capital 
reaches and even exceeds half a lakh. Secondly, the mahuian’s 

on ^rier 151 ^ C ° rr6Ct . sense of the word, and not sales 
on credit. He lends money or grain, and demands payment in thn 

same commodity. Thirdly, all his transactions are governed solely by 

business principles. The amount which he will Iend,Ahe in Wt which 

does n^h 86 ’ ' epends entll ' eIy ° n security offered to him, and he 

does ncfr allow personal considerations to affect his judgment’ If he 

fh Tv- “TT f 1S as a matter of business > for it is not to his interest 
hat his client should be mined. Many of them are masters of all the 

usurer s tricks, and practise them whenever a suitable opportunity 
arises The moJiajan usually operates in a definite area, where he is 
well known, and which may vary according to his circumstances from 
a gioup of villages round his home to one or more districts. He is 
also apt to restrict his dealings to a definite clientele, as is natural 
since he relies so greatly on his personal knowledge of his clients' 
Hike the bama, he may be of any caste. Our reports mention, amongst 
Ou.iers, Eastogis, Brahmans, Bohras, Rajputs, Telis, and even Chamars.- 
1 he size and to some extent the nature of his transactions vary with 
his^ financial status. Whilst the smaller man will deal with anybody 
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according to his means, some of the larger restrict their dealings to the 
landowning classes, principally because the landlord can offer sound 
security in the shape of his land. It is this fact which accounts for the 
existence of landlords who were originally mahajans, but acquired 
property by selling up their debtors. Nevertheless, the acquirement 
of landed property is less often his object than it is in the case of some 
other classes of moneylenders. His loans he regards solely in the light 
of investments, and it is this fact which explains his reluctance to accept 
payment of a debt in instalments, since such repayment would reduce 
his income and put him to the trouble of finding a fresh investment for 
the money thus repaid. His point of view in this matter may be 
unprincipled, but it is certainly intelligible. ( 15 ) 

101. The importance of the mahajan in rural life varies in different 
parts of the province. In Basti, for instance, though there are village 
banias, there appear to be few professional moneylenders of sufficient 
importance to be classed as mahajans. They are also comparatively 
.unimportant in the hills. But over most of the province their influence 
is great and their operations extensive. In Bae Bareli, for instance, 
the maliajan has provided nearly 60 per cent, of the total debt. 

102. The sahukar . — The business of both bania and maliajan lies 
entirely in the country. Their clients are villagers; they deal in 
agricultural produce; and they themselves live, almost always, in some 
tillage or country town. There is, however, a third class of rural 
moneylender, whose rural transactions form only a part of his business, 
■and who is, in every sense, essentially a city man; and, as compared 
with the average mahajan, a financial magnate. To this class of money- 
lender we have attached the label of sahukar . His rural transactions, 
for the most part, take one of two forms. Firstly , he is prepared to 
•advance money to landlords on the security of a mortgage jof their 
landed property, which mortgage may be simple or usufructuary; in 
the latter case the property is often leased back to the mortgagor. 
And secondly , it is he who finances the mahajan when he requires 
'accommodation. Being a big man, he deals as a rule only in big sums, 
but there are some sahukar s who do not disdain relatively petty transac- 
tions. His rates of interest are comparable with those of joint-stock 
banks : they usually lie .between 6 and 12 per cent, per annum, but are 
occasionally as low as 4J- or as high as 24, according to the security 
offered. But a low rate of interest on a mortgage often indicates that 

( ls ) One is reminded of Lowell's lines — 

“I don’t believe in princerple, 

But, oh I I du in interest.*’ 


the moneylender’s primary object is to secure the land. In some dis- 
tricts in the west, sahukar is the name given to a class of village 
mahajans , who work on a system of their own, — one man, one money- 
lender. This type of sahukar contracts with his client ( asami ) to supply 
him with money or grain frbm time to time as he needs it, whilst the 
client contracts to deal with no other moneylender. 

103. The peripatetic moneylender. — As we have seen, the village 
moneylender, whether, bania or mahajan , usually confines his transac- 
tions to a definite tract where he is well known, and to a definite 
clientele whom he knows well. But there are also moneylenders who 
wander about the country . seeking custom, and will deal with anybody 
whether they know them or not. Some of these peripatetic usurers are 
respectable enough : others are dangerous nuisances. All alike are 
rapacious in their dealings. 

104. The qistwala. — The most important of these wandering 
moneylenders is the qistwala or qistia , who in the western districts 
'also goes by the name rahtiwala , in Oudh by the name ugahiwala , and 
in the eastern districts by the names hundiwala or tharakkar , He 
works a system usually known as qist or ugahi,( 16 ) both words meaning 
'* ‘instalment. 9 ’ The oldest and still the most common form of ugahi loan 
is one of Rs. 10 repayable in twelve monthly instalments of one rupee 
each, which fact supplies a sufficient explanation of the system itself. 
Recently, as the result, of competition amongst the Lucknow ugahiwalas , ' 
the number of instalments has been reduced from twelve to eleven. 
From accounts given by writers on ethnologyO 7 ) it seems possible to 
conjecture that it was originally invented by the Bohra fraternity of the 
north-western districts, who still carry it on , though they now have many 
competitors. 

The^business is most fully organised and most widely spread in the 
west of the province, where it is mostly in the hands of a group of Sahus 
residing in Moradabad. Their agents roam the country to collect 
instalments or make fresh advances, as far east as Lucknow, as far 
west as the Jumna, and even across it into the Punjab. Elsewhere 
this qistbandi business is handled by all sorts of moneylenders, 
both in town and country, or by wanderers such as the Kabuli and the 
Harhia, presently to be described. "It is, in fact, prevalent in almost 
every part of the province except the hills, and is growing increasingly 

( 10 ) Other names are basaj (traffic) : rahat, rahti (water wheel — from the “revolv- 
ing” nature of the transactions). 

( 17 ) See Crooke, *' Tribes and Castes of North-Western Provinces and Oudh.” s. v. 
Bohra. Another name for Bohra is Rahti. The Bohras claim to be Paliw&l Gaur 
Brahmans. 
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popular. Its scope, too, has been enlarged; whereas it was restricted 
in the past to the petty ten-rupee loan already mentioned, it is now 
extended to multiples of ten rupees, and a loan of Rs. 200 is not un- 
common. 

105. The profit that accrues from this qistbandi business is 
enormous; on the ten-rupee loan, for instance, it works out at 44*44 per 
cent, per annum gross, and 1 after allowing for bad debts and other 
expenses can rarely be less than 25 per cent. But the burden* on the 
debtor is none the less light : for he can obtain as much money as he 
is likely to want, and repay it in small instalments that cause him no 
trouble. "Apart from that, the loan is made to him, and the instalment 
collected from him, at his own door. The popularity of this type of 
loan is not surprising. 

106. ’ The Kabuli. — “The Kabuli is. so called because he is almost 
invariably a predatory visitor from Afghanistan and the frontier. He 
lends money to the unfortunate poor, either as an operation by itself, 
or tempts his victims into buying his wares, generally cloth. In 
either case, having got them into his toils, he is an usurer of the worst 
type, and is all the more dangerous by reason of his truculence and 
readiness to resort to force/’ ( 18 ) This remark quoted from the evidence 
of the Upper India Chamber of Commerce sums up the general opinion 
regarding these wandering ruffians. They are known indifferently by 
the names Kabuli, Punjabi, Mughal and Agha, the last being an 
honorific title meaning “master.” Their primary business is dealing in 
cloth, but they also make small loans in cash, principally to those who 
find it impossible to borrow money from anybody else*. They cajole or 
coerce the villager into buying cloth or taking a loan; in the former 
case they refuse to accept immediate payment, even if it is offered, and 
then go on their way, returning some months later to collect tBkir dues.. 
If the debtor fails to satisfy the Kabuli at once and in Tull, then the 
gang proceeds to take strong measures. Until a debt is paid, they 
will picket his house, prevent either him or the other inmates from 
leaving it, compel him to feed them, and intimidate him in every possible 
way. On the slightest provocation they will assault him, for as one- 
witness says, the Kabuli’s only argument is his cudgel. Recently 
in the east of the province they have taken to something like the 
qistbandi system, advancing Rs. 4 or multiples thereof at seed time and 
realizing Rs. 6 at harvest. If the money is not paid when demanded 
they charge penal interest at the rate of two pice per rupee per day. 
The villagers hate and fear them, though they are rarely strong enough 

( ls ) Evidence, vol. IV, p. 45. 



to resist them; one taluqdar has forbidden them to enter his estate and 
made himself responsible for any debts due to them by his tenants. 

107. The Harhia . — The eastern districts are overrun by gangs of 
wandering usurers from Bihar. These folk are known by the name 
Harhia (also spelt Harha and IT aria). They lend money in small sums 
and, according to one witness, also deal in cattle. They, like the 
Kabuli, lend money or sell their animals, and after some months return 
to demand payment. Their usual rate of interest works out at 37 J per 
cent, for ten months. If payment is delayed, their habit is to sit 
dharnai 1 * ) at the door of the debtor; in other words, they picket his 
house until he pays. Meantime, they compel all their debtors jointly 
to feed them. In short, though they are less violent than the Kabulis, 
they are quite as troublesome. 

108. The cattle dealer. — Beopari is a name given to wandering cattle 
dealers. They are mentioned as far east as . Partabgarh and as far west 
as Meerut. They sell their animals on credit. The price is payable 
in four half-yearly instalments, usually at the rate of Bs. 150 for Bs. 100. 
They also make petty loans at extortionate rates of interest; for instance, 
for an advance of Bs. 75 they will demand a total payment of Bs. 150 
in three half-yearly instalments. 

109. Miscellaneous moneylenders — (1) The Banjara. — Tradition 

holds that the Banjaras were originally the grain-carriers of the Mughal 
armies, and in some parts of the province they are still engaged in the 
carrying trade. In the submontane tracts, however, they are grain 
dealers. They are , also the principal . moneylenders of the Tarai and 
Bhabar. ■: h. h;. vV-i; 

(2) Behwari. — 1 1 is said that in some parts of the Meerut district a 
new cSss of moneylenders has arisen, called Behwari. They are 
butchers by profession, and are much more exacting in their dealings 
than the ordinary moneylender. They too demand repayment in 
instalments: for a loan of Bs. 100 they demand Bs. 200 in four half- 
yearly instalments of Bs. 50 each, with a penal rate of two per cent, 
per mensem if the payment of any instalment is delayed. 

(3) The pherkvala — There is a host of travelling pedlars and hawkers 
■(• pheriwala ) who travel round the villages selling cloth, spices and other 
•articles, Though they will accept cash payment, they prefer to sell on 
credit, partly to suit them customers, principally to enable them to 
charge higher prices. 


( 1!1 ) The practice of sitting dharna is commonest amongst Brahmans, and usually 
involves Casting, — with the intention of saddling the debtor with the sin of a Brahman’s 
i1ea?h. It *3 a practice made punishable by the Penal Code. 
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(4) The khandsaU, or dealer in sugar, in Rohilkhand is also a money- 
lender of great rapacity. His method is to advance to the cultivator a 
sum sufficient to finance his crop on condition that he receives the juice 
after extraction, at a forward rate wh/ich he fixes himself. His rate of 
interest is not exorbitant, but he makes up for it on the price. The 
general effect of the system is that the cultivator hands over all his profits 
to the khandsaU in return for the means of subsistence and the working 
capita) required to grow the cana. 

(2) The amateurs. 

110. Miscellaneous usurers . — In present conditions moneylending 
<s the only form of investment which is both profitable and readily avail- 
able to a yillager who possesses 'surplus funds; and if is not, therefore, 
surprising that the domain of the professional moneylender has been 
invaded by many amateur competitors. There is, firstly, a miscellaneous 
horde of petty Shy locks, who neither neM nor deserve more than a 
passing mention. Pensioners, both civil and military; temple-priests; 
petty officials, such as patwaris and schoolmasters; estate servants, such 
’as ziladars; village servants, such as the Nai; Chamar labourers; Muham- 
madan faqirs , — are all referred to as moneylenders in our reports. We 
hear little of their methods, but we need not doubt that they imitate all 
the ways and works of the professional, and, at times, improve on them. 

111. The agriculturist moneylender. — Most of the mahajan’s com- 
petitors, however, and those the -most important, are drawn from the 
very classes which supply him with the great majority of his clients. 
The rich landlord lends to the poor landlord, to his own and other 
people’s tenants; the rich tenant lends to his own and other landlords, 
as well as to his fellow-tenants. The methods of these agriculturist 
moneylenders may not differ materially from those of the mahajan in 
such matters as security, the renewal of bonds, the rates and calcula- 
tion of interest; but they necessarily regard their operations in a some- 
what different light. Moneylending to them is not always a mere in- 
vestment : it often has an ulterior motive, which may be good or may 
be bad. 

112. The zamindar moneylender. — The importance of the landlord 
as a credit agency varies greatly. In the first place, over the province 
as a whole the proportion of indebted landlords is not less than 
55 per cent., and the number of landlords who can afford to lend is, 
therefore, relatively small. Again, out of that number many of the 
wealthiest can and do find other investments for their money. Never- 
theless, it is safe to say that in every part of the province, a substantial 
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proportion of the total agricultural debt is financed by landlords. It 
is highest in Sub-Himalaya, West (50 per cent.) : over the province as 
a whole it amounts to 40 per cent, of the total debt. 

113. Transactions between landlord and landlord are probably rare* 
If a landlord’s needs are petty, his self-respect will generally prevent him 
from disclosing them to a fellow-landlord. If his needs are large there 
are few landlords capable of supplying them. The landlord who wants 
accommodation will invariably seek it from the professional money- 
lender. When one landlord does lend to another, they are usually co- 
sharers or close relatives, and the transaction is made rather as a matter 
of friendship than as an investment, — unless, indeed, his ultimate object 
is to extend his landed possessions. 

114. But transactions where the lender is a landlord and the bor- 
rower a tenant of his own or somebody else’s are common. There are 
landlords who regard it as part of their duty to finance their tenants. 
One important Oudh taluqdar , for instance, makes a practice not only 
of lending freely to his tenants, but of charging them a low rate of 
interest (12 per cent, per annum). But most advances of this kind are a 
pure matter of business; and obviously the most dangerous creditor 
from whom a tenant can borrow is his own landlord, since the latter 
thereby acquires a double hold over the former. If a tenant pays his 
rent, but not the interest on his debt, a landlord can sue him in a civil 
court. If the tenant pays the interest on his debt, but not his rent, 
the landlord can sue in a revenue court. Worse still, the landlord can, 
if he chooses, credit all payments to the debt and so keep the tenant 
in arrears with his rent, which puts the latter’s crops in his power by 
distraint, and gives him the right to eject him if he pleases. Again, there 
is evidence before ns showing that occupancy tenants have occasionally 
been compelled to surrender their rights in liquidation of a debt to their 
landlords. There is also one instance on record from the Basti district 
where a landlord, being on bad terms with two contumacious tenants 
who refused to pay their rents, compelled them ultimately to execute 
a promissory note for the amount of the arrears, thus enabling him to 
proceed against them either in the revenue or civil court as suited him 
best. The landlord in this particular case was himself a professional 
moneylender, but the practice is probably not uncommon. 

115. The tenant moneylender . — Though thirty years ago there 
were possibly stray cases of tenants who lent money, the practice seems 
to have become common in comparatively recent times. At all events, 
it is now well established in most parts of the province. The proportion 
of the debt financed by tenants is often considerable. In Budaun, for 
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instance, it is put at 48 per cent, of the total, in Bae Bareli at 20 per 
cent., and in Bara Banki at 26 per cent. In three villages of the 
Benares district, from which we have had detailed reports, the advance 
is nearly Bs. 27,000, and 42 per cent, of the total debt. In two Basti 
villages' it amounts to nearly Bs. 5,000, and 33 per cent, of the debt. 
It appears to be rarest in the western districts. Over the province as 
a whole, it amounts to 14 per cent, of the total debt. 

116. From some points of view the creation of this new class of 
moneylenders is satisfactory. Firstly , it proves that the tenantry have 
unexpectedly large reserves ;( 20 ) secondly , it proves the existence of 
resources available for investment, the existence of which had not pre- 
viously been suspected; thirdly, it means that money which in former 
days would probably have lain idle, now continues to circulate and to 
work. But there are also drawbacks. If a tenant has money to spare he 
would do better to put it into his own land, or use it for some industry 
subsidiary to agriculture. As it is, he is at best putting it into somebody 
else’s land, at worst he may be putting it into somebody else’s lawsuit. 
Most commonly, perhaps, he is using his money to ruin a neighbour. It is 
the thrifty and skilful tenant who can save money for investment; it is 
the thrifty and skilful tenant who desires to acquire land of his own or to 
extend his holding ; and land hunger drives him to courses that cannot be 
commended. He will take up a mortgage on some indebted landlord’s 
property, in the hope that it will some day come under the hammer and 
fall into his hands; more, we have evidence to show that he will even 
run into debt himself to enable him to take up such a mortgage. Or he 
will lend a fellow-tenant money on a usufructuary mortgage of the type 
which becomes effective by a sublease, and thus secure the debtor’s fields 
for himself for the legal period of three or five years. And, to effect his ob- 
ject, he will not hesitate to use every trick of the mahajan’s trade. In fact, 
after the Kabuli, the tenant in search of land is the most merciless and 
exacting of all usurers. The practice does not, as so often alleged, 
result in inefficient farming. On the contrary, since the mortgagee 
is obviously the better man of the two, the change is often advantageous 
so far as the land itself is concerned. But the advantage is bought at 
the cost of somebody else’s ruin, of much suffering to somebody else’s 
family, and often of bitter ill-feeling. . Incidentally, the mortgage of an 
occupancy holding, except in certain restricted areas, is entirely illegal. 

117. Most agriculturist moneylenders seem to belong either to the 
Brahman or the Kurmi caste. The former are principally landlords. 


C 20 l These ate not necessarily derived from agriculture. See Chapter I, paras. 61- 
62 and 67-68. 
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the latter principally tenants. The Brahman, of course, has & sub- 
sidiary income, apart from the proceeds of his farm, in the shape of his 
caste and priestly dues; whilst instances are recorded where the capital 
used by Brahman moneylenders has been inherited from relatives who 
have been successful in other walks, of life. The Kurmi is by far the most 
thrifty and one of the most skilful of all cultivating castes. More than 
one report 1ms much to say of his good qualities. His own indebtedness 
is generally small. In the five districts for which we have returns from 
settlement officers as many as 67 per cent, are entirely free from debt.( 21 ) 
He generally has money put by at the end of a year. He has his* 
ambitions, which are always in the direction of acquiring additional land. 
It is reported from one registration office in the Basti district where the 
Kurmis are particularly strong in number, that of the total sum which 
passes from lender to borrower in a certain iahsil, the Kurmi contributes a 
full half. Other agricultural castes mentioned as lending money are the 
.Koiris, Muraos, Ahirs and Bajputs. The Koiri and Murao are both 
market gardening castes and make large profits. The Ahir is almost 
as skilful a cultivator as the Kurmi, and generally has the advantage of 
a subsidiary occupation in daily farming. Rajput moneylenders are 
usually landlords. There are many rich Rajputs in Oudh, but as, 
thanks to his extravagant habits and careless cultivation, the Rajput is 
probably the most indebted of all castes, the volume of Rajput money- 
lending cannot be large. 

B . — The link bettoeen country and town. — Marketing agencies . 

118. The beopari. — By the time when the crops are on the thresh- 
ing fioor the farmer is usually in urgent need of money. His agricultural 
■debt is at its highest; his rent is due; quite possibly he has had to 
finance some social function or religious ceremony. And both his money- 
lender and his landlord are impatiently awaiting payment. Were he to 
market his produce himself he must borrow anew to pay the cost of trans- 
port; and, since he cannot satisfy his creditors till he has himself sold, 
.additional interest would accrue on his old debt. As a rule, therefore, 
he prefers to sell on the spot to a middleman. It is only a well-to-do 
farmer who can afford to wait for his money, or an unusually enter- 
prising one who ever tries to market his crops himself. This middle- 
man is known everywhere as the beopari . He may be a grain-dealer 
from the nearest mandi . He may be a local trader or mahajan. Very 
occasionally he may be the agent of some wholesale grain merchant. 

( 21 ) Evidence, vol. II, p. 7. 
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But, as often as not, he is himself a farmer, tenant or small landlord 
who makes use of his bullock cart in this way to supplement his agricul- 
tural income. He is then known as a- larhman (cartman). Kurmis,. 
who rarely miss an opportunity of making money, are said to be parti- 
cularly active in this trade. Here, as in the moneylender’s business, 
we find competition between professional and amateur. 

119. The beopari , after examining the heaps of grain and the inevit- 
able bargaining, settles a price with the farmer. In this he is assisted by 
the taula( 22 ) (village weighman) , whose business it is to know the quality 
and quantity of grain that every cultivator has to sell. He generally 
pays the full price at once: sometimes, however, he only pays a part 
of it, and the rest after he has himself sold. 

120. The beopari is often alleged to be a dishonest scoundrel who* 
takes advantage of the rustic’s ignorance to cheat him. The allegation, 
no doubt, is sometimes true, but not invariably. The Indian cultivator is- 
not always so easily cheated : he knows well enough what price he ought 
to receive, and is quite capable of calculating whether it will pay him 
better to accept the beopari' s offer or to market his grain himself. 
The b'eopari's main advantage lies in the fact that the farmer wants 
money, and wants it quick. And it is from this that his profit is 
mainly derived, together with his special knowledge of his busi- 
ness, which enables him to effect economies which the cultivator would 
fail to secure. 

121. At the beginning of the chapter it was pointed out that there 
are few moneylenders who do not combine some other line of business 
with moneylending. More important, however, than the mere fact 
of combination is the fact that the two lines of business are often inter- 
connected. At this stage it is advisable to pause and re-examine the 

* rural credit agencies from this point of view; for as our survey passes 
from country to town the inter-connexion becomes more and more im- 
portant. 

122. In this respect the rural credit agencies fall into several 

groups. — ' 

(1) Credit agencies with only one rural line of business , apart from 
agriculture . — This group includes (a) the gistwala , the sahukar and the 
banjara who have other lines of business, but exercise them only in the 
town; (b) the behwari whose second profession is that of butcher; ( c ) 
the miscellaneous amateur usurers mentioned in para. 110 who all have 
secondary occupations, but none of them connected with trade or com- 

( aa ) A village servant appointed by the zamindar. He^hs ^generaily an honest 
fiaanv ot at least supposed to be so by the zamindar who appoints him.” Evidence, 
toI. II, p. %5. % 
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merce; (d) the ph.eriw.ala who has only one business; (e) most zmvindap 
moneylenders, namely, the richer men who would regard trade of any 
kind as a degrading occupation. 

(2) Agencies with two credit lines of rural business . — The types 
of moneylenders who fall in this group are (a) the village bania , ( b ) the* 
Kabuli, (c) the Harhia , (d) the cattle-dealer; all of whom both lend, and 
sell some article or another on credit. 

(3) Agencies that deal in rural credit and urban trade in rural com- 
modities. — This class consists of (a) the mahajan , ( b ) the tenant money- 
lender, (c) some zamindar moneylenders, who all follow the trade of* 
beopari. 

These classes, of course, are not absolutely definite. Tor instance',, 
there are, no doubt, tenant moneylenders, who are not also beoparis , or* 
harhias who do not sell bullocks. Nevertheless, it is clear from the 
statement given above that a large majority of all rural credit agencies- 
are engaged in some other form of business, which itself is either directly 
or indirectly of a rural character. 

123. The arhatia. — Many of our witnesses have referred to the 
arhatia, ( 23 ) but few have described his functions. Moreover, such' 
evidence as we do possess is conflicting. Yet, as he is one of the most 
important links in our chain of credit agencies, it is necessary to discuss 
his activities at some length. 

The word arhatia means “commission agent” and all witness- 
es agree in attributing this character to him. They differ, however, 
respecting the precise nature of the agency. 

(1) The Upper India Chamber of Commerce tell us that his original 
function was “commission agent in the town of the village mahajan. 91 ( 24 )- 
As such, presumably, he fulfilled a dual role: he would act as. 
intermediary between mahajan and sdhukar when the former required 
financial assistance, and also sell the mahajan 1 s grain for him. 

(2) Krom Hathras, we are told of two kinds of arhatia . The first, 
known as kachcha arhatia, is a mere go-between, whose sole function is-- 
to introduce the beopari to a purchaser, and to arrange a bargain between 
them. He never buys on his own account : he is a middleman in the- 
most literal sense of the word. This manifestly represents a develop- 
ment of his original function; instead of working for a particular mahajan 
or mahajans , he has become independent, and competes with, his fellows- 
for the beopari 1 s custom, on which he establishes a claim by advancing 
money to him. The second, who is called pakka arhatia , is a true' 
commission agent, the accredited local representative of some whole* 
sale firm in a distant centre, who buys (and sells) in his own market on- 


( 2 “) Also spelt arhtiija, arhath/a. arhti. 
(“f Evidence, vol. IV, p. 44.' 
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-that film’s behalf. It follows, of course, that the purchaser to whom 
the .first type of arhatia introduces the beepari may be, and no doubt 
often is, an arhatia of the second type. The great difference between the 
two is that the kacjicha arhatia' s object is to sell dear, and the pakka 
arhatia* s object is to buy cheap. This system is obviously clumsy and 
wasteful : there is no possible reason why the beopari should not deal 
• direct with the pakka arhatia or the local grain dealer. ( 25 ) 

(3) The pakka arhatia is common everywhere; most large whole- 
sale firms have representatives of the kind in all principal distributing 
centres. Nor are their functions confined to mere buying and selling : 
it is they, for instance, who keep their constituents informed of fluctua- 
tions of prices. ( 26 ) In other trades than grain they never buy on their 
own account. But the grain arhatia does; or possibly it would be more 
correct to say that the same man is often both dealer on his own account 
.and agent of some foreign firm. It is this which explains a somewhat 
loose use of the word arhatia found in some of our evidence, as meaning 
the wholesale trade generally. 

(4) Other witnesses describe the arhatia in terms which suggest 
that he is a commission agent for the retail trade. We are told, for 
instance, that retail cloth dealers buy their goods through the arhatias 
-of Bombay and Delhi. In this case the arhatia, as such, holds no stock 
of goods, but operates solely on the account of others. 

As it is important to make clear the position of the arhatia in the 
.general credit system, we now proceed to give a brief account of his 
operations in Hathras, where they are most varied. 

124. The beopari on reaching the market takes his wares to a 
' kachcha arhatia . He proceeds to find him a purchaser, who may be some 
local grain-dealer, or a commission agent. For this purpose, he uses 
the services of a dallal (broker) , whose special function is to keep track of 
:all potential buyers and sellers, and to bring them together. Beopari , 
arhatia , customer and dallal then meet at the arhatia' s stall. They 
proceed to bargain in a curious manner described in one of our reports, ( 27 ) 
the object of which appears to be to keep the terms secret from the outer 
world. The process is superintended by the dallal . When a bargain 
has at last been struck, the wares are weighed and removed direct to the 
warehouse of the customer. Before this is done, however, certain charges 

( 25 ) The two types of arhatia are also to be found in the Benares markets and 
doubtless elsewhere. In Bombay, their various duties and responsibilities have formed 
the subject of High Court rulings. See Pollock and Mulla’s Indian Contract Act (1919) 
pages 702 et seq . r 

( 2 ®) When I W’as Director of Civil Supplies in 1918-19, some of the Cawnpore whole- 
sale grain-dealers kept me regularly supplied with information regarding the prices of all 
the principal grain markets in Upper India. This information was obtained, usuallv by 
wire, from their arhatias in those markets. (E. A. H. B.) 

(~ T ) Evidence, vol, II, p, 266. :: iy A:- 0 "" * 
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have to be paid, partly by the beopari , partly by the kachcha arhatia. They 
are described* elsewhere ; here it will suffice to mention that ^though 
some of them appear to be legitimate charges in the nature of wages or 
tips for services rendered, others, especially the charitable or religious 
charges, seem out of place in a business transaction. The kachcha arha* 
tia’s commission is based on the value of the transaction at the rate of 25> 
annas per Es. 100. Ths is not all profit. Apart from certain 4 
customary payments of the nature of tips, he has to pay the weighman’s 
charges, the expenses of his own stall, and especially the expenses of 
entertaining his beopari customers. The last is an important matter. 
Competition is so keen that the broker must treat a client well if he is 
to secure or retain his custom. He must supply, we are told, comfort- 
able accommodation, good drinking water, and tobacco. The expenses, 
therefore, of the arhatia 9 s business are considerable and his profits by ik> 
means extravagant. 

T25. The arhatia as a credit agency . — We have seen that the beopari 
usually pays the cultivator the full price for his crop at the time when 
he buys it. He is enabled to do this because, when necessary, the 
arhatia with whom he deals will advance him money and indeed is only 
too anxious to do so, as thereby he is sure of retaining the beopari's 
custom. As a further incentive, the interest is generally low. And 
this t process involves considerable risk to the arhatia , since there is- 
little chance of recovering his dues should he require to do so. The- 
arhatia also affords credit to the retail trade, in a manner that will best 
be understood from the following example. Writing of the hills, a 
witness says 4 ‘The big retail dealers purchase cloth direct from Bombay 
and Delhi . . . . . through arhatias or commission agents. These 

arhatias* advance money for the purchase of cloth to the extent of 
three ♦to four-fifths 6t the amount purchased ..... Delhi 
arhatias charge arhat or commission at one per cent., Bombay arhatias 
at eight $nnas per cent ... . Interest is charged at 7J per 

cent, by both.”( 28 ) In other words, these commission agents-- 
are prepared to finance their customers 5 purchases to the extent 
of 60 to 80 per cent, of the cost. Again, the arhatia who is acting as 
commission agent for some wholesale firm in another centre often affords 
credit by purchasing for them with his own funds. 

126. The arhatia who is in need of funds can obtain them in various* 
ways. If money is due to him from firms in other markets in respect 
of goods bought on their account, he obtains his money by means of 
a demand hundi drawn on his debtor. If he needs temporary accommoda- 
tion, he either obtains it from the bank on the security of hypothecated 


(* 8 ) Evidence, vol. II, p. 46. This pate is low ; the minimum is usually 9 per cent- 


.goods, or from a sarraf on a h-undi, or from one of the larger sahukan 
on a pipmissory note. 

127. In Hapur, Hathras, Agra, Meerut and other grain markets in 
the west, there are arhatias who have specialized in the business of 
agricultural storage in khattis (grain pits), which they use both as a 
credit instrument and a means of speculation. The arhatia in his capa- 
city as a grain dealer or as commission agent for some outside firm (if he 
happens to be holding stocks for them), places the grain which he pur- 
chases in a khatti, and on the security of that khatti can obtain an 
advance from a bank to the extent of 66 per cent, of the value of the 
grain thus stored, on which he has to pay interest usually at a rate of 7 
to 7J per cent., or 1 per cent, over the bank rate. Khatti speculations, 
known by the name of badni ka satta, take the form of contracts for 
future delivery and are based on fluctuations of price. It is unnecessary 
here to say more of the system either of khattis or of khatti speculation, v 
which will be found fully described in our evidence. ( 29 ) 

' 128. It is obvious, therefore, that the arhatia fulfils a very important 
function in the credit system'. It is chiefly be who ensures that as 
soon as the harvest is ready for marketing, the price of it flows directly 
and rapidly into the rural areas, where money is badly wanted, thus 
■enabling the cultivator to pay off his dues both to moneylender and 
landlord. It is he, again, who facilitates the movements of commodities 
either from the producer to the wholesale dealer, or from the wholesale 
dealer to the retail trade. He probably finances 75 per cent, of the 
internal trade of the province. In short, he is- a middleman-financier, and 
•his importance in that respect has increased as banking facilities have 
developed. He is no longer dependent solely on sahukar s or sarrafs. 
Both joint-stock banks and the Imperial Bank are now willing to 
finance him. It is said tEat in the grain mart of Hapur- alone, banks 
advance over 50 lakhs in the wheat season to the arhatias. The Cham- 
ber of Commerce indeed anticipate for him a still more important future. 
They say that there is a distinct tendency for the arhatia to take the place 
of the mahajan and the sahukar, thus shortening the credit chain, and 
-bringing the sarraf at the top into a relationship only once removed with 
the cultivator at the bottom. 

G.—Urb'an credit agencies. (1) Moneylenders. 

' 

129. The sahukar. — The sahukar may be described as a respectable 
moneylender who specializes in the making of cash advances against 

'-- - -. . r* T-T -- — — , — - . V 

■ *) Evidence, vol. II, pp. 219 — 21. (Hapur). Evidenve, vol. II, pp. 269-70 
s). We understand that at present banks are advancing up to 75 per cent, of the 
the grain- 
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the security of immoveable property, both rural and urban. The nature 
of his rural transactions has already been described; and that account 
may be taken as applying also to his urban transactions of the same 
kind. He has also, however, two other lines of business. Firstly , 
he is ready to lend on a promissory note if he knows his client to be 
respectable and financially sound. Secondly , he lends against the 
security of ornaments. It is he who is partly responsible for the financ- 
ing of small industries. It is alleged that he is not above charging 
brokerage ( nazrana ) of 2 to 5 per cent, on a loan when he sees a favourable 
opportunity. But generally speaking his transactions are fairly con- 
ducted, though his charges are seldom moderate. When he himself 
needs financial assistance, he seeks it from the sarraf . 

130. The sarraf .—The word sarraf ( 30 ) (anciently spelt shroff) is used 
to designate two different types of credit agency, which, following one 
of our witnesses, we call the ‘‘small sarraf and the “ kothiwal sarraf 
respectively^ 31 ) 

(a) The small sarraf is primarily a bullion broker : his main occupa- 
tion is to execute orders for ornaments and to advance gold or silver to 
goldsmiths or other citizens who require it, such &s the Benares tarkash. 
His financial business consists mainly in discounting, rediscounting , and 
dealing in hundis of all kinds, but he also lends money on promissory 
notes or sarkhats, on mortgages of urban house property, and on the 
•security of silver ornaments. One of his lines of business is the financing 
of small industries such as silk weavers and brassware manufacturers 
of Benares. He occasionally receives small deposits. 

(b) The kothiwal sarraf s only handle big business. They deal in 
hundis, advance money to landlords on mortgages of their estates, and 
to traders, small sarraf s, and sahtikars on promissory notes, or against 
goods, Jbut always in large amounts. They do not deal in bullion as a 
rule, but advance money on the security of gold ornaments or jewellery. 
When in need of additional funds they rediscount the hundis in their 
portfolios with the banks, or accept deposits from selected clients, on 
which they pay interest at rates which vary with the demand or the 
season. 

It seems, however, that the functions of the sarraf are undergoing 
.a change. The sarrafi business by itself no longer pays, as the 
result principally of the competition of joint-stock banks, who are now 
veiling to deal direct with approved traders; whilst the sarraf deals mostly 

( 30 ) Sarraf is an Arabic word of which the literal meaning is money-changer, which 
was the principal occupation of the mediaeval sarraf . 

( 31 ) The Chamber of Commerce by sarraf mean the kothiwal sarraf, as do most 
other witnesses. The witnesses from the Income-tax department, however, rise the term 
only of the small sarraf . Evidence vol. XV, p. 44, and vol. Ill, pp. 269 and 288 passim . 
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with the smaller merchant, who, (so the sarraf himself says), is not now 
as straightforward in liis dealings as he used to be. Many sarraf s are- 
now looking for fresh lines of business or investment. Borne are acquir- 
ing real estate, land or houses; some are taking to commerce, often as 
managing agents of commercial or industrial firms. 

131. The kothiwal. — It is necessary to mention the kothiwal (a 
word of which the original meaning is warehouseman), though it is less 
the designation of any particular class of credit agency than an honori- 
fic title to which every prosperous merchant or financier aspires, and is 
applied as such to any firm that deals in money on a sufficiently large * 
scale, whatever the precise nature of its dealings may be. The Morad- 
abad sahu } whose principal line of business is moneylending on the 
qist system, the Jain bullion broker of Allahabad, and the Eastogi 
financial magnate of Lucknow 7 are all kofthiwals , and their firms are 
kothis . Most kothis, however, are sarrafi kothis. 

132. Miscellaneous urban moneylenders. (1) The qistwala. — The 
rural qistbandi system, described above, has been modified to suit urban 
needs. Four new types of loan are reported from Benares : in two cases 
the principal is repayable in monthly instalments of one rupee, in the 
other two it is repayable in daily instalments of one .anna. The amounts 
are respectively Es. 16 repayable in 20 monthly or 330 daily instalments; 
and Es. 20 repayable in 25 monthly or 395 daily instalments. Another 
new type has recently been reported from Lucknow, where the instal- 
ment is two pice per rupee advanced per day for 34 days. The monthly 
qists are common amongst small shopkeepers, artisans of all kinds, and 
persons in receipt of fixed wages or salaries, such as government and 
railway servants, and mill employees. The daily qists, which are 
called rojahi or rozai, are restricted to the lower classes, ekka drivers, 
hawkers and pedlars of every kind, scavengers and other menials. 
Another form of advance, also known as rozai, common amongst 
such people, is a loan of a rupee or two taken in the morning and repaid 
at night. 

(2) The pawnbroker. — Our reports indicate that the pawning of .. 
ornaments as a means of raising money is now relatively uncommon in 
the villages, — partly, it is said, because the poorer classes, who alone 
would be unable to obtain credit without such security, possess few orna- 
ments; partly because a man would not rob his women folk of their jewel- 
lery unless he was in the direst extremity. In the towns it is still frequent. 
Some pawnbrokers working amongst Anglo-Indians and others who 
know English, have assumed high-sounding names such as 'loan 
bureau” or ‘"finance corporation.” In some parts of the provinces, 
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pawnbroking seems to have become a speciality 6f women, especially 
widows; for instance, in Muzaffarnagar district, out of some 80G* pawn- 
brokers over half were women. They are said to be both shrewd and 
successful, keeping a large margin as cover against bad debts; whilst the 
purdah system gives them a freedom of access to women borrowers that 
is denied to men, and also enables them to preserve the secrecy which 
all respectable women desire in such a matter. 

(3) Financing of small industries . — It has been incidentally men- 
tioned that the salmkar and the sarraf finances a certain number of 
small industries. Besides those already mentioned, amongst such 
industries are Moradabad brass, Agra shoemaking, some of the 
Lucknow industries, such as kamdani, zardozi and chikan , the Aligarh 
lock industry, and various industries in Allahabad. Others, however, 
neither require nor receive help from the ordinary moneylender, but are 
financed by traders or industrialists directly connected with the industry 
itself. The Firozabad glassworkers, for instance, are principally 
financed by the glass manufacturers of the same place, and the ebony- 
carvers of Nagina are financed by the traders who supply them with 
their wood. The woodcarving industry of Saharanpur is fortunate in 
requiring little or no credit of any kind. 

(4) Miscellaneous moneylenders . — In the town, as in the country, 
there are many occasional moneylenders, belonging to all sorts of castes 
and occupations. Mortgages are said to be popular with these usurers, 
but they will lend on any security. The total amount of their lendings 
is probably large. 

(2) Banking agencies . 

133. Indigenous bankers of the old kind .— The distinguishing 
characteristic of a banker, as opposed to a moneylender, is accepted to 
be the receipt of deposits. As* has been mentioned, many sarraf s will 
take deposits from selected clients when they themselves are in need 
of funds; but these transactions are rather of the nature of loans than 
-of deposits, since they only occur on the invitation of the sarraf him- 
self. There are some sarraf s w 7 ho accept deposits more readily than 
others; but generally speaking, the sarraf is somewhat averse to this 
type of business, either because he considers it to be risky or because 
he regards it as damaging to his personal credit. The most enlightened 
is unwilling to receive fixed deposits to any large extent, even going so 
far as to fix a maximum limit, instead of the minimum limit usually 
■enforced by joint-stock banks. In one case, the limit is Bs, 5,000. 
Nor, so far as our evidence goes, is it likely that the sarraf will abandon 
his conservatism in the near future. Nevertheless, the dividing line 
between moneylender and banker may conveniently be drawn where the 
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sanaf is willing to receive deposits when lie needs them. The number 
of sucfi sanaf s, or indigenous bankers as they may be called to distin- 
guish them from other sarrafs , is estimated to be 237 in eight of the 
largest towns of the province. The figure, however, is probably 
exaggerated; we would put it at 250 for the whole province. 

134. Modern indigenous bankers. — There are a certain number of 
indigenous bankers who work entirely on modern lines and transact all 
the kinds of business which the ordinary joint-stock bank transacts; 
especially, they take deposits both current and fixed, issue pass books- 
and cheque books, and cash cheques. They work entirely with their 
own capital and deposits, and if in need of funds, obtain them either 
from other indigenous bankers or, with considerable difficulty, from, 
joint-stock banks, who treat them as ordinary customers, unless they 
bring large business to them. At one time they also suffered consider- 
able inconvenience because other banks refused to cash their, cheques,, 
but this difficulty is said to be disappearing as they become better known. 
In any case, it can always be overcome by printing on the cheque the* 
name of the indigenous banker’s own clearing agent. 

135. The principal differences between these private banks and the 

ordinary joint-stock bank are that their management is entirely in the 
hands of a single proprietor or firm of proprietors, and that they publish 
no balance-sheet. Seven such banks have been brought to our notice. 
Of these, two "have their headquarters outside the province; two certainly 
and possibly a third, seem to owe their development along modern lines 
to their connexion with the army; whilst two of these three are situated 
in the same place, at a military cantonment. Of the other four, two are- 
situated in the hills. A',:.'.’ : . 

186. Government treasurers as bankers. — In small districts 
where no branch of a joint-stock bank exists, it is common forjihe gov- 
ernment treasurer to run a small banking business for the benefit mainly 
of the government servants stationed in that place. He receives deposits- 
from them, though usually only on current account; and gives them the 
benefit of a pass book and cheque book, though the cheques, of course, 
have only a local currency. The government treasurers are themselves- 
generally indigenous bankers of the sanaf type. 

137. Military " bankers . — The military shroff is a personage well 
known to history who, thanks to the readiness with which he lent 
money, has been the innocent cause of many an officer’s ruin.( 32 } 

( 32 ) Whilst making some researches in the old records \in the India Office- 
some years ago, I came across papers relating to the estate of an officer who died about 
1830 owing four lakhs, mostly to a shroff. The officer was a captain. — (E. A. H. B.) 

In 1921, I came across a case of an officer who was paying ordinary interest on. 
a loan at 48 per cent., and penal interest at 75 per cent., and in 1922, another case of a 
young officer who paid 'Be. 250 for a loan of Bs. 200 repayable in a month. — (M. L. S.)> 
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Nowadays they have developed into bankers, of whom four have qome to 
our notice. To some of them, such as the three firms mentioned above, 
their military banking is only a part of their business. Others are 
exclusively military bankers, who receive deposits only from the regi- 
ment to which they are attached, and therefore are similar to the 
government treasurers mentioned above. 

138. The joint-stock banks .- — Any bank registered under the Indian 
Companies Act would be called a joint-stock bank, whatever the parti- 
cular nature of its business might be. There are in all 33 registered 
banks doing business in the province with 74 branches and six pay offices. 
Of these, seven have their head offices outside the province, namely the 
Allahabad Bank, the Central Bank of India, the Punjab National Bank, 
the People’s Bank of Northern India, the Bank of Bihar, the Muslim 
Bank of India, and the Bhargava Commercial Bank. The rest are 
provincial enterprises, of which the most important is the Benares Bank. 
Eight of these are private limited liability companies, which are not 
bound by law to publish balance-sheets. It is unnecessary to deal 
at any length with their operations. It is sufficient to say that they 
do considerable business, not only in providing facilities for the accumu- 
lation of savings but for advances and financing the movement of 
goods both within the province and between this and other provinces. 
They are mainly commercial banks, and will not, of course, undertake 
large commitments on the security of immoveable property; experience 
has proved that type of investment to be thoroughly unsound. The 
fact, however, is mentioned because we have reason to believe that it 
is often made the subject of a complaint against these banks. There 
is, however, one exception to this rule. In Meerut there is a small 
joint-stock bank which besides receiving deposits, dealing in hundis and 
generally carrying on the ordinary business of a joint-stock bank, seems 
tG specialise in financing industries and agriculturists, especially the 
latter, on the security of mortgage bonds. This bank, we are told, 
has advanced no less than Es. 35,000 in a single village on land mort- 
gages, though, for certain reasons connected with recent tenancy legis- 
lation, the profit on such loans has been so much reduced that the bank 
has suspended or greatly reduced this part of its business. Despite 
the unorthodox nature. of its advances it seems to be in flourishing condi- 
tion, and has recently increased its dividend from 9 to 10 per cent., 
whilst deposits have increased appreciably. A complete list of the 
banks in the province will be found in an Appendix. • 

139. The exchange banks .— Only two exchange banks have branches 
‘ in this province, both in Cawnpore. They are the Chartered Bank of 
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India, Australia and China and the National Bank of India. They, of 
course, "mainly devote themselves to the financing of the province s 
foreign trade; but they take rupee deposits, and also to some extent 
utilise their surplus funds in discounting inland bills. 

140. The Imperial Bank. — It is unnecessary to say much of the 
transactions of the premier bank in India. It has, of course, enormous 
advantages of its own. It handles all government and local funds, and 
controls the currency chests in every place where it has a branch. This 
facilitates its remittance and inland exchange operations, and enables it 
to keep much smaller cash balances at its branches than would otherwise 
be necessary. It also enables it to make full use of any funds that may 
be spare from time to time in short-term investments. We are, how- 
ever, principally concerned with the question whether it has made 
adequate use of its facilities. On this there are undoubtedly two 
opinions. All that we need do, however, is to state the principal 
facts — 

(i) The Imperial Bank advances against produce to approved com- 
mission agents and dealers at all places where the bank is established. 
The rates vary from 7 to 7J per cent., and are related to the official bank 
rate. ■ (yA'yyv 

(it) It provides finance for the movements of produce from- the 
mandis to the consuming centres, chiefly by purchasing demand drafts 
representing the produce despatched from approved customers. 

(Hi) It also finances the movement of produce from distributing 
centres to the exporting ports by purchases of drafts and telegraphic 
transfers drawn on port towns. The bank claims (though some would 
dispute the claim) that its business is put through with rates so low 
that the benefit of free transfer of funds which they possess is to a very 
great extent passed on to the business community. 

(iv) It provides cheap remittance facilities to the exchange and 
other banks engaged in the import trade. 

(®) It has introduced in recent years a system of loans against gold 
ornaments. The rate of interest is 7 per cent. This venture has 
proved popular amongst agriculturists in other provinces, but, so far, not 
in this. It is specially interesting since it brings the top and bottom 
of the credit system into direct contact. 

The n um ber of branches of the Imperial Bank in the province is 
now twenty-four, with seven pay offices. 

D. — Government credit agencies. 

141. The co-operative credit society. — The present condition of the 
co-operative movement in the province will be considered at length in a 
later chapter, which it is neither necessary nor desirable to anticipate. 
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It is sufficient to say here that co-operation in this province compared 
with other provinces has to a large extent failed. Wer quote a brief 
passage from the evidence of Mr. Kharegat, the present head of the 
department: — “The best organisation for supplying credit to the culti- 
vators is or at least should be the village co-operative society, which 
charges a lower rate of interest than the moneylender and maintains clear 
and public accounts. Unfortunately, they have not' made sufficient pro- 
gress in this direction for a variety of reasons. To some extent, the 
better class of cultivator is frightened by the bogey of joint responsi- 
bility. The chief reasons, however, are that accounts have not always 
been correctly maintained; that the members have had to put up with a 
great deal of personal inconvenience and even indignity; that they 
cannot get sufficient money for their requirements; that they have often 
to wait a long time for it; and that they are not educated to the neces- 
sity and importance of punctuality in repayments and prefer the more 
accommodating policy of the moneylender forgetting its ultimate conse- 
quences. At the present time, in a great many cases, the moneylender 
and the co-operative society flourish side by side, the cultivator using 
both to suit his convenience. He obtains part of his finance from the 
society and the rest from the moneylender.’’ ( 33 ) In short, co-operation 
has not only been unsuccessful, but to some extent even positively 
injurious. 

142. There are in the province 70 co-operative banks with a working 
capital of over 85 lakhs of which 23J lakhs is share capital, 11J lakhs 
constitute the reserve and other funds, 6 lakhs have been boirowed from 
societies or other co-operative banks, whilst the remainder, 44J lakhs/ 
has been borrowed from others, being principals fi v < 
private individuals. At present co-operative banks have few dealings 
with joint-stock banks or the Imperial Bank; and there is no competi- 
tion between them. The relations between co-operative banks and 
indigenous bankers are harmonious; many of these are directors; others 
have placed money in fixed deposit; a few act as treasurers and them- 
selves keep the cash balances in current account. Indeed, many co- 
operative banks depend very largely on the support received from, in- 
digenous bankers in one form or another. That, of course, is all to the 
good. But obviously there is much to be done before co-operation can 
take its proper place in the rural credit system, — a fact which is all 
the more important, since we believe that any improvement in that 
system depends mainly on more and better co-operation. Fortunately 
past failures are not all pure loss; experience keeps a dear school, but 
her lessons are effective. And the department is on its mettle. 


(33) Evidence, vol. Ill, p. 414. 


143”; Government. — As a credit agency, government operates in the 
rural field mainly by means of loans under the Agriculturists Loans Act 
and the Land Improvement Loans Act, which loans are known generally 
under the name of taqavi. The question will be fully examined in a 
later chapter, and in this case too, little need be said here. In normal 
years the budget provision for such loans averages 12-J lakhs. In times 
of distress the provision is, of course, much larger; for instance, in vhe 
two years 1928-29 and 1929-30, the total amount of taqavi distributed 
(almost entirely under the Agriculturists Loans Act) amounted to 190 
lakhs. .Most witnesses have condemned the present system. The prin- 
cipal complaint is that the money is not distributed till it is too late 
to be of use for the purpose for which it is intended, — a defect which it 
should not be difficult to remedy. Government also assists the agri- 
culturist in bad times by remissions or suspensions of land revenue, 
which benefit the landlord directly, but as they are conditional on the 
remission or suspension of an equivalent amount of rent, also benefit 
the tenant. The amount remitted in the period mentioned above was 
.74 lakhs, and the amount suspended 54 lakhs. One witness has des- 
cribed suspension of revenue as equivalent to making a temporary loan 
without interest. A remission, of course, amounts to a free gift. 

144. The Agricultural department also manage a large n um ber of 
seed depots where the cultivator can obtain improved types of seed, 
and repay either in cash or kind as he pleases. He can, of course, also 
buy the seed outright. (Recently, a new system has been introduced by 
which the cultivator who takes seed can repay in cash as if he had taken 
taqavi to buy it. The principal advantage that the cultivator derives 
from these depots lies in the quality of the seed which they supply. 

145- Government also operates to a small extent in the industrial 
field, by making loans for the purpose of starting new or improving exist- 
ing industries. It has often been argued that such intervention is un- 
justifiable; for if the industry 'is likely to be successful, it could obtain 
all the money it wanted in the money market, whilst if it was not likely 
to be successful, it ought not to be assisted. There are, however, in- 
dustries of a pioneer or experimental nature in which no ordinary credit 
agency would risk its money, and which, if successful, may increase the 
country’s wealth. It is justifiable for government to render assistance 
in such cases, even if in doing so it takes a risk that no credit agency 
would face. 

146. Summary.— We began this chapter by the statement that 
credit in the United Provinces was devoid of all system; and the ac- 
count which we have now completed proves that statement. Available 


credit resources are broken up in small parcels all over the country. 
The spheres in which various agencies work overlap. There is little 
or no co-ordination between the various credit agencies, still less any 
conscious attempt to produce it. Nevertheless there is a certain 
coherence between the various parts of this shapeless whole. The chain 
of rural credit is in theory unbroken from the producer at the bottom, 
through the various grades of moneylender up to the scmaf . The chain 
of trade credit in respect of rural produce is similarly unbroken from 
the producer through the beopari, the arhatia up to the sarraf and the 
bank. But though the rural chain in normal times may be strong 
enough to hold, yet in bad times it contains many weak links that are 
apt easily to break. The resources of both bania and mahajan are 
small and easily exhausted, and when that happens, it is difficult to 
replenish them; whilst the resources of the agriculturist moneylender 
are automatically reduced to a minimum. Bbth chains suffer from 
possessing too many links; in other words, there are too many middle- 
men, some of whom might disappear with advantage. Finally, the 
system is far too complicated, mainly because so many of the credit; 
• agencies have dual functions. 



APPENDIX. 

List of joint-stock banks in the United Provinces. 

Note . — The letter H in the list below means head office; the letter F means private 
joint-stock company. 

Agra Bank, Agra. 

Ajodhya Bank; five branches at Allahabad, Benares, Dawn pore.. 
Fy zab ad (H), Lucknow. 

Allahabad Bank; 26 branches at Agra, Allahabad (2), Banda,. 
Bareilly, Benares, Cawnpore (2), Chandausi, Dehra Dun, 

\ Fyzabad, Gorakhpur, Hapur, Hathras, Jhansi, Luck- 

\ now (8), Meerut, Moradabad, Mussoorie, Muttra, Naini 

Tal, Eae Bareli, Shahjahanpur, Sitapur; and four pay 
offices at Deoband, Etawah, Ghaziabad and Hardoi. 

Allahabad Trading and Banking Corporation, Allahabad. 
Aman-o-aman Bank, Gorakhpur (P). 

' Banking and Ornament Manufacturing Company, Meerut (P> 
Banking and Trading Union, Gorakhpur (P). 

Bank of Bihar, Bankipore; branch at Benares. 

Bareilly Corporation, Bareilly. 

Benares Bank; three branches at Agra, Benares (H), Saharanpur, 
Bhargava Commercial Bank, Jubbulpore; branch at Agra. 
Byopar Sahayak Bank; three branches at Hapur, Meerut (H) 
Muzaffarnagar. 

Central Bank of India, Bombay; three branches at Hapur, Luck- 
now (2), and two out-agencies at Hardoi and Bara BankL 
Co-operative Town Bank, Sultanpur. 

Din Shah and Company, bankers, Lucknow (P). 

Gorakhpur City Bank, Gorakhpur (P). 

Imperial Bank; 24 branches at Agra, Aligarh, Allahabad, 
Bareilly, Benares, Bulandshahr, Cawnpore, Dehra Dun, 
Etawah, Earrukhabad, Eyzabad, Gorakhpur, Hathras, 
Jhansi, Lucknow, Meerut, Mirzapur, Moradabad, Mns- 
soorie, Muttra, Muzaffarnagar, Naini Tal, Saharanpur, 
Sitapur; and seven pay offices at Amroha, Benares city, 

' Cawnpore city, Ghaziabad, Hapur, Khurja, Lakhimpur. 
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Indian Banking Go., Meerut (P). • 

Lucknow National Bank, Lucknow. 

Meerut Bank, Meerut. 

Mofassil Bank; two branches at Basti and Gorakhpur (H). 
Muslim Bank of India, Lahore; two branches at Agra and Cawn- 
pore. 

Muzaffarnagar Bank, Muzaffarnagar. 

Naini Tal Bank, Nairn Tal. 

Gudh Commercial Bank; two branches at Cawnpore and Fyz- 
abad (H). 

People’s Bank of India, Lahore; two branches at Cawnpore and 
Lucknow. 

Punjab National Bank, Lahore; three branches at Allahabad, 
Cawnpore and Meerut. 

Radha Swami General Assurance Bank, Agra. 

Seth Narayan Bank, Jalesar. 

Shankar Banking and Trading Co., Basti (P) 

Superior Bank, Muzaffarnagar. 

Trading and Banking House, Lucknow. 

■ $f 

Unao Commercial Bank, IJnao. 

TJ. P. Trading Bank, Chandausi (PC 
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PART If. 


AGRICULTURAL DEBT AND CREDIT, 


CHAPTER IV. 

The present situation in respect of production. 

A . — Causes , nature and distribution of debt. 

147. The inevitability of agricultural debt. — In popular' opinion 
agricultural debt is often regarded as something to be deplored, or even 
reprobated. Yet in no country in the world can agriculture entirely 
dispense with credit, or entirely avoid debt. Agriculture is an industry. 
Like any other industrialist, the farmer who wants to increase his 
assets, — to acquire additional land or live-stock, to erect a farm building, 
or to make a well or embankment — , must generally borrow the fixed 
capital that he requires for the purpose. Again, like any other indus- 
trialist the farmer must borrow working capital to meet his current 
requirements; indeed, his need is greater than that of most industrialists, 
•since he must spend money for months on end before he receives any 
return. He must buy his seed and his manure, he must obtain cash to 
pay his labourers’ wages, to feed and clothe himself and his family. When 
the harvest is reaped, and his crops are sold, he will pay his tradesmen, 
and cover his bank overdraft; and he will begin the process all over again 
next year. It is only a wealthy farmer who can work without credit, 
and in any country wealthy farmers are rare. Agricultural debt, there- 
fore, is no more deplorable than any other kind of productive debt; on 
the contrary, except in the most favourable circumstances, it is every- 
where and always, inevitable. And the Indian farmer can n© more 
avoid incurring it than can any other farmer in any other country. 

148. Difference between agriculture and ' other industries . — There 
are, however, certain important differences between agriculture and 
other productive industries, which lie at the root of agricultural finance. 
Firstly, since a farm is a proprietary or leasehold concern, the credit 
available for that concern is limited to the credit of one man or one 
family. Secondly , the farmer’s principal need is of fixed capital to finance 
• the expansion or improvement of his farm, and that involves long-term 
credit, since such expenditure cannot possibly be repaid from the pro- 
ceeds of a single crop, or even of several crops. But, thirdly , the only 
long-term security which the farmer usually has to offer is the farm 
itself. And that fact debars him from drawing for his requirements of 
•fixed capital on the savings of the community at large; for the banks 


which hold them must deal in short-term money and fluid securities- 
Any bank ready to lend long-term money on security- so rigid as a land 
mortgage is courting disaster, as experience has proved more than once. 
The farmer, therefore, has to rely for help on the private moneylender, 
on the State, or the co-operative society. But . neither State aid nor 
'society's aid, for various reasons, is popular; and for all practical pur- 
poses, the measure of agricultural credit is the amount which one man 
•can induce one other man to lend. 

149. Agricultural assets available as security . for debt ( a ) other than 
land. — Another disability from which the Indian farmer suffers is the 
flimsiness of the security which he can offer for his borrowings. 

. (1) His cattle ■ both draught and milch animals, are good security. 
But, unless they are particularly valuable, the cultivator always prefers 
to sell them outright rather than borrow money on them. The securing 
of debt on cattle is uncommon, except, perhaps, in the western districts; 
though occasionally a debtor holds a lien on an unborn calf, that 
practice is also rare. 

(2) The standing or future crop is a vanishing asset, suitable to 
secure only the shortest of short-term loans; moreover, a farmer can 
rarely afford to pledge it for a single debt, since it is the source from 
which he must repay all his debts, including his rent. 

(3) He can pawn various moveable possessions , — his agricultural 
gear, his household pots and pans, or the ornaments of his women folk. 
But of these the first two will only fetch a few rupees, nor can he do 
without either for more than a few 7 days at a time. As for ornaments, 
only the higher castes possess any considerable quantity; and no caste, 
•not even the low T est, would adopt this , expedient except in the last 
resort. ( 3 ) 

(4) A possible security for debt is personal service; and thanks to 
the great demand for agricultural labourers amongst the higher castes, 
such security is valuable. It is, however, uncommon. ( 2 ) 

(5) Another asset sometimes available to a farmer as security is 
the jajmani, the nature of which has been explained in a forme? 


( 1 ) It is difficult to judge from the figures whether the practice of pawning ornaments 
Is common or not ; for such debt would always be regarded as dishonouring and would ac- 
cordingly be c neealed or minimised. Our statistics, taken as they were after two years of 
calamity, ought to show relatively high figures for such debt ; but that is so in only a single 
case — a Meerut village where the debt secured on ornaments was Bs. 12,000 or 22 per cent, 
of the whole. Evidence, vol. II, p. 218. 

( 2 ) fclee para. 178. 
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chapter . (*) A jajmani is heritable and transferable, and we have on- 
record many cases where it has actually been mortgaged. Its use as? 
security, however, is limited to the case where debtor and creditor are* 
both of the same caste. 

(6) Some tenants and many landlords possess fruit trees; and they,, 
too, are frequently mortgaged. When the mortgage is on a usufructuary- 
basis the mortgagee takes the fruit in lieu of interest. 

(7) A farmer’s house property usually consists of a mud hut with- 
a roof of thatch or cheap tiles; only if he is relatively well-to-do will he 
possess a more substantial building. The tenant’s house, moreover, is- 
not his own. It belongs to the landlord and goes with the holding, 
and cannot be mortgaged or alienated. Even a landlord’s house is of 
little use to a creditor. In a village, as one witness justly remarks, 
“everyone has his own house and does not require another, and the 
sahukar cannot derive any benefit from letting it or selling it”; and' 
the securing of agricultural debt on house property is uncommon. 

150. Of this variegated collection of assets the first four are suitable 
security for short-term loans alone, and none of them are freely or' 
universally used. The last three are suitable for long-term debt, but 
one of them is seldom, if ever, used, whilst the other two can only ho- 
used in special circumstances. And, in practice, whatever the asset 
(apart from land), on which a loan has been nominally secured, it 
remains true that the creditor’s real security is his client’s reputation' 
for honesty and punctual payment. ( (i) * * 4 ) 

151. (6) Land mortgages. — There remains the farmer’s principal 
asset, his land. Ever since rights on land have been settled and land 
has acquired a selling value, the most common form of long-terpi credit 
throughout India has been based on land mortgage. It is available, of 
course, only to landlords and to a certain special class of tenants whose 
right is transferable, — the permanent tenure-holder and fixed-rate 
tenant in districts under- permanent settlement , and the occupancy tenant 
in the single pargana of Kaswar Raja in the Benares district. 

152. Two kinds of mortgage are found in the province, the simple 5 
and the usufructuary. Both are in themselves unobjectionable, but 
both are commonly used to the detriment of the debtor. 

(i) A simple mortgage is usually made repayable after a fixed term, 

which varies, as a rule, between six months and five years, and rarely 

C) Chap. II, paras. 78-79. 

C) Bee Chapter III, para. 95. 
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-exceeds the higher figure. But the creditor by compounding the interest at 
regular intervals and by refusing to accept repayment in instalments, 
makes redemption difficult even if the debtor desires to redeem; and 
■most landlords are bad payers. The term passes, but the creditor allows 
the debt to run on until it exceeds the value of the land. Then before 
"the statutory period of limitation (twelve years) expires he puts the 
debtor in court, obtains a decree and forces the sale of the property. 
Since he can bid up to the amount of the debt without spending fresh 
money, he can always defeat other competitors; for no other would 
hid above the real value. And he thus secures the land, which was 
probably his intention from the beginning. 

(ii) So long as the rents and profits of the land transferred are 
taken as equivalent to the debt charges, both interest and sinking fund, 
:a usufructuary mortgage forms an ideal security, since it provides for 
the automatic redemption of the mortgage. In this province, however, 
the profits are invariably taken as equivalent only to interest, and some- 
times only to a part of the interest. In such circumstances the mort- 
gage continues indefinitely, and redemption is impossible unless the 
debtor possesses other resources. In many cases his only hope is to 
borrow fresh money to redeem the mortgage; but that, as a rule, merely 
means the substitution of a new mortgage in place of the old. The 
most dangerous form of usufructuary mortgage is known as bai b'il leaf a 
•or conditional sale, by which, if the debtor fails to redeem the mortgage 
•at a fixed date, the land becomes the absolute property of the mort- 
gagee, who has only to obtain a declaration from the court to secure it. 
Instances of such mortgages, however, are uncommon; for no landlord 
will agree to execute such a deed except in the last resort. Usufructuary 
mortgages seldom have a fixed term; the period of limitation is 60 year’s. 

153." Subleases . — With the exception of the privileged tenants men- 
tioned above no tenant’s right is transferable, and no holding can be 
legally mortgaged. But both the occupancy and the statutory tenant 
have a limited right of subletting : the former may sublet for a period of 
five years, the latter for a period of three, — in both cases, provided 
he himself has previously cultivated the land in question for .a similar 
period. And tenants use subleases as a substitute for usufructuary 
mortgages. The mortgagee, in the role of subtenant, takes over the 
land, pays the landlord’s rent, and either cultivates it or re-lets it to 
somebody else, very often to the mortgagor himself, at a competitive 
rent. The usufruct consists in the first case of the net profit, in the 
second of the difference between the two rents; in either case it is 



appropriated towards the interest on the loan. Such a transfer is entirely 
illegal, rendering both parties liable to ejectment by the landlord; to the 
debtor it is also highly unprofitable. Since the * usufruct is set against 
the interest only, the debt at the end of the sublease stands where it did 
at the beginning. The tenant is prevented by law from subletting the 
same land a second time, until he has cultivated it himself for several 
years. At the end of the sublease, therefore, he must redeem the debt 
or his creditor will obtain a money decree against him, and force a sale 
of his effects. ( 5 ) But with a diminished holding, redemption is difficult; 
and the enc] is often relinquishment of the land by the debtor and i£s 
lease by the landlord to the creditor. Bor the change is to the landlord’s 
advantage : he gets a better tenant for a worse; he can charge him a 
higher rent since the lease is new, whilst if the debtor held a right of 
occupancy, that right determines. 

154. The illegality of these transactions makes it necessary to* 
keep them secret, and it is accordingly impossible to discover whether 
they are numerous or not. Opinion on the subject differs greatly. The 
following considerations are relevant. 

(1) No strong landlord, who prefers to choose the cultivators off 
his land for himself, would tolerate such a transfer. 

(2) No peasant-proprietor who cultivates a holding as tenant of a 
fellow-proprietor, in addition to land <of his own, would ever mortgage* 
the former whilst he had any of the latter to mortgage; for the considera- 
tion money in the latter case would be much greater than in the former. 

(3) From the point of view of the moneylender the decisive con- 
siderations are (a) the rent payable on the land sublet, (b) the period 
of the sublease. If that rent is high then the margin available for profit, 
whether he cultivates the land himself or re-lets it to another, will be 
too small to attract him, especially if the period of the sublease is also 
short; and that, in effect, debars all statutory tenants from carrying out 
such transfers, for both in Oudh and Agra their rents are relatively 
high , ( e ) and in Agra the period is also only three years. The occu- 
pancy rent, on the other hand, is low, whilst the period is five years 


( 5 ) Such transactions form the subject of two documents, a bond which mentions- 
the debt but not the transfer, and a sublease which mentions the transfer but not the debt.. 
A lawsuit, of course, would be brought on the basis of the bond without reference to t 
sublease. 

(®) In Agra, however, the margin will increase as time passes, since enhancement 
is .possible only at the end of twenty years. 
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In practice, therefore, only occupancy tenants can enter into such 
transactions. In one case from Muttra the rent charged by the* mort- 
gagee was Es. 13-8-0 per acre as agjainst the landlord’s rent of Es. 6-8-0, 
with the result that in four years his “interest” amounted to Es. 308 
on a debt of Es. 225. Considering all the difficulties in the way 
of these transfers we may conclude, in agreement with some of our 
most experienced witnesses, that the practice is, on the whole, uncom- 
mon. Stray instances are recorded from many districts, but they are 
never numerous. 

155. Misuse of land mortgages as security . — In practice, therefore, 
the agriculturist has only two forms of security, — personal security for- 
working capital and land mortgage for fixed capital. Of these the former 
is not always, the latter is hardly ever, used to cover productive borrow- 
ings. A land mortgage is usually executed when some unsecured debt has 
become larger than the lender considers desirable, or else it serves to se- 
cure borrowing for some unproductive purpose -which often has no relation 
whatever to agriculture. For in common parlance the term “agricultural 
debt” is used as including all debt, of whatever kind, that is incurred by 
an agriculturist. It includes, for instance, both a loan to build a well 
and a loan for a marriage ceremony, borrowings for the purchase of seed 
and cattle, and borrowings for food or for the payment of rent. It is 
important to avoid this confusion. A very considerable proportion of all 
“agricultural” debt is non-agricultural in character; and, if that were 
not so, then agricultural indebtedness in this province would be a matter 
of much less consequence than it is. “The really important point is not the- 
nature and extent of credit for agricultural purposes or productive uses, 
but the nature and extent of credit for those unproductive and non-agricul- 
tural purposes which constitute the majority of objects of borrowings in 
India. # And it is in this sense that indebtedness is a curse to the 
country*.” ( 7 ) 

156. Volume of debt secured on land mortgages. — 1 The material 
on which we have based our estimate of land mortgage debt and the 
method of calculation are both described in Appendix I, para- 
graphs 1 to 4. The total figure amounts to 70 crores of which 
444 crores is the value of simple mortgages and 254 the value of usufruc- 
tuary mortgages. The burden per cultivated acre is Es. 20, of which 
Es. 13 represents simple mortgages and Es. 7 usufructuary mortgages: 
the latter figure compares favourably with the Punjab where, as the. 


( 7 ) Fields and Fanners in Oudh, page 69. 
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result of a detailed inquiry carried out in 1920 the total value of usufruc- 
tuary mortgages was found to be 35 crores, — an average of Rs. 12 per 
cultivated acre.( s ) As the consideration money for a -land mortgage is 
often as high as Es. 200 per bigha, it is obvious that the amount of 
long-term credit which can be based on land is far from being exhausted. 
'When, however, it is remembered that much of this long-term credit 
is being wasted on unproductive purposes, the figure can only be regarded 
;as undesirably high. 

157. Variations in the use of land mortgages as security for debt . — 
As jhas already been explained, the Registration department’s records 
do hot distinguish between mortgages of land and mortgages of other 
property. We have, therefore, no definite information to show whether 
the number and value of land mortgages is increasing or not; and our 
witnesses, who were asked for an opinion on the subject, differed greatly; 
We have been supplied with figures showing the total number of mort- 
gages' registered during the twelve years 1917 to 1928 and their aggregate 
value. These are reproduced in Appendix I, Table III. The figures 
for the first two years are probably misleading, for though the number of 
mortgages is not much below the average number for the whole period, 
ithe value is lower than the average by about a crore and a half in each 
year. Excluding these two years, the average number of mortgages per 
•annum during the period 1919 to 1928 is 107,156 and the average value 
Es. 7,40,46,000. The number of mortgages has only been exceeded in 
four years, namely, 1919 to 1921 and 1926. The average value has 
'been exceeded in 1919, 1922 and 1924 to 1926. In 1927 and 1928 both 
ithe number of mortgages and their value are much below average. 
Assuming, therefore, that the proportion between land mortgages and 
other mortgages is reasonably constant, there is no reason to suppose 
-that the former are at present increasing. The figure of value was 
at its highest in 1926 (783 lakhs); in 1928, it was 7261 lakhs. 

158. General causes of agricultural indebtedness. — The principal 
•economic features of the province have been fully described in a previous 
chapter. "We here recapitulate briefly those which have a special bear- 
ing on the present state of agricultural indebtedness. 

(1) The province is peculiarly liable to climatic vicissitudes, and 
peculiarly susceptible to their results. Agricultural prosperity seldom re- 
mains unbroken for long. Allowing for the fact that agrarian calamities 
rarely affect the entire province at once, it can be said that, in any given 
part of the province, out of fifteen years three are bad and one is 
indifferent. 

( 8 ) Agricultural Commission’s BeporJ, page 418. 
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(2) Over 76 per cent, of the population depends on agriculture for a 
living. The density is great* and, outside the hill tracts, the pressure of 
man on the soil is everywhere heavy and in some places intolerable. 
Migration does something to relieve that pressure, but urban industry 
is not yet sufficiently developed to draw off any considerable part of the 
surplus population from the country to the town. 

(3) The average holding is small. A certain number are large enough 
to enable the farmer to live in reasonable comfort and to store up in 
good years reserves with which he may tide over a period of distress. A 
large number of holdings are too small to support a cultivator and 
his family, unless he possesses some subsidiary source of income. Most 
holdings, however, are of such a size that the cultivator can make both 
ends meet, but only in good years and by unremitting toil. For a 
majority of the peasantry of this province life is a constant struggle be- 
tween a crop and a crop; though for an appreciable number the severity 
of this struggle is mitigated by the possession of a subsidiary source of 
income, 

(4) There is little spare culturable land to come under the plough, and 
little chance, therefore, of easing the present situation by an extension of 
cultivation. The greatest hope of improvement lies in some form of in- 
tensive cultivation. 

(5) During the last thirty years and more, “the maintenance of the 
law and order, the defining and recording of rights in land, the continu- 
ous reduction in the proportion borne by the land revenue demand to the 
produce, the rise in the value of that produce and the growth of transfer- 
able rights in land have all contributed to enhance the credit of the land- 
holder.”^) We have evidence, which will be discussed elsewhere, that 
the most recent rent and revenue legislation in this province has, to 
some extent, diminished the landlord’s credit, partly by reducing 
the value of land, partly by strengthening the position of the tenant; but 
this general proposition, as laid down by the Royal Commission on 
Agriculture, is still true 

(6) The same causes which have enhanced the cultivator’s credit 
have also to some extent enhanced his material prosperity. This is 
proved partly by a progressive increase in the number and value of his 
possessions such as cattle and other animals, ploughs and carts; partly 
by the spread of moneylending as a subsidiary occupation amongst culti- 
vators, a fact of which our witnesses have much to say.( xo ) 

(°) Agricultural Commission’s Beport, page 432. The word “landholder” as here 
used includes both landlord and tenant. 

( 10 ) Quinquennial cattle census returns bear evidence to the increase in material 
possessions. The last was in 1925, The returns of the census recently taken in January, 
1930 show a decrease, but not so serious a decrease as might have been expected after 
iwo bad years. 
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(77 But whilst his credit has been increasing the cultivator remains 
not only illiterate, but in the broadest sense uneducated. He not only 
is unable to keep accounts, but does not understand the advantage of 
keeping them. He does not realise the importance of equating expendi- 
ture to income. Meantime, he has to fulfil many religious and social 
obligations, to observe various feasts and festivals, to carry out various 
rites and ceremonies, all of which involve expenditure. He is the slave 
of custom, and must obey the decrees of custom in such matters. And 
his standard of living is extremely low. 

159. Such is the economic situation of the cultivator of this province,, 
a situation of which indebtedness should be the inevitable result. Every- 
thing is against him. Because he is a cultivator he must borrow to secure* 
his crop. Because his holding is small and has to support more persons 
than it can feed, he must increase his borrowing to keep those person^ 
alive whilst the crop is in the ground. His caste and his religion compel 
him to borrow a third time to meet the cost of customary festival or 
customary ceremony. As his debt grows repayment of it grows more 
and more difficult, — until at last some calamity comes upon him,, 
repayment becomes impossible, and he sinks into a state of chronic 
indebtedness, from which death alone can release him. But as we- 
have seen in an earlier chapter, if death releases him from debt it will 
not, if he is a Hindu, release his heirs. Ancestral debt forms an important 
part of the total vohime of agricultural indebtedness. It is also a type 
of debt from which, in practice, the peasant finds it peculiarly difficult to 
free himself effectively. 

160. Objects of agricultural borroieing . — The cultivator borrows for 
numerous purposes; our questionnaire mentioned fifteen and our wit- 
nesses have added a good many more. The purposes cf borrowing vary 
considerably in their importance. Eor instance, agricultural implements’ 
are of a primitive kind and extremely cheap; we are told that Rs. 12 
will buy a complete set. Borrowing for agricultural implements, there- 
fore, is almost unknown. Similarly, the peasant rarely purchases 
manure whether in cash or on credit; all the manure that 
he requires comes from his own refuse heap and farmyard. 
It is only the cultivator who specialises in market gardening or the- 
cultivation of potatoes, fruit or flowers that ever borrows money to 
purchase superior fertilizers.! 11 ) Borrowing to finance litigation or to* 
repay old debt or accumulated interest only occurs occasionally; though 
the sums involved are usually large. Finally, borrowing of fixed capi- 
tal to make any sort of improvement, which usually takes the form of a 

( u ) Manure is also purchased for the potatoTerojT in Farrukhabad. 
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well, is very uncommon, A single tenant can rarely afford the expense, 
whilst his fields are generally so scattered that it is impossible for him 
so to site a well as to benefit any large part of his holding; and, when 
tenants do build wells, several usually share the cost, and rarely borrow 
tor the purpose. Landlords occasionally, though far too rarely, make 
improvements; but the type of landlord who would do so seldom needs 
to borrow. 

161. The most common objects of borrowing are : — (1) the purchase 
of seed, plough cattle and milch cattle, and the payment of labourers * 
wages; (2) the purchase of food, cloth and other domestic necessities; 
(3) the payment of land revenue or rent; and (4) the financing of some 
social or religious function or ceremony. 

162. Agricultural debtor's calendar. — The best method of realis- 
ing the relative importance of these various causes of debt is to follow 
the cultivator round his agricultural calendar. 

163. Before the rains break he must provide himself with plough 
cattle. Whether he will need to borrow for this purpose or not will 
depend almost entirely on the supply of fodder. Where it is plentiful 
lie will usually have kept his animals and need not borrow at all; but 
where fodder is scarce, the farmer usually sells his animals as soon as 
he can do without them, and purchases afresh in June. The result is 
that borrowing for cattle varies greatly in volume in different parts of 
the province. Generally speaking, expenditure on cattle is greatest in 
the east and least in the west. It also varies greatly from time to 
time, for, should the monsoon fail, the consequent shortage of fodder wilt 
drive cultivators to sell their animals, who normally would not have done 
so* 

164/ From the end of June to the middle of September the farmer 
seldom finds it necessary to borrow. He is busily engaged in preliminary 
ploughing for the next rdbi and in ploughing, sowing, weeding, and : 
hoeing his kharif fields. But kharif seed is cheap, and he has still suffi- 
cient spare cash or grain to pay his labourers. 

165. From the middle of September to the middle of November is 
the busiest period of the entire year, during which the kharif is harvested, 
with the exception of the late rice, and the rabi fields are ploughed and 
sown. And the cultivator’s debt begins to grow. By the middle of 
September his stock of food runs short, and he must borrow grain for 
his own food and his labourers’ wages. He must borrow his rabi seed; 
finally, towards the end of the period he must borrow to pay the kharif 
instalment of rent, for very little of the kharif crop is sold, being reserved 
for food, and he is consequently short of cash. 
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166 * From the middle of November till the middle of March the 
farmer has heavy expenses to meet. The' late rice is being harvested; 
the sugarcane crop is being cut and crushed. The rabi crop must re- 
ceive one watering, and, unless the winter rains are peculiarly favourable, 
a second and possibly a third. At first there will be little need for the 
farmer to borrow, for his kharif grain will probably carry him through till 
the end of January; but his stocks will then be exhausted, and he must 
once more borrow to keep himself, his family, and his labourers alive. 

167. Harvesting operations begin about the middle of March and 
end before the middle of May, and the farmer now begins to reap the 
reward of his labour. For a while he must still borrow money and grain 
for food and wages, but most of his borrowings will be unproductive. He 
may have to finance a daughter’s wedding, for the marriage season is 
in full swing at this time; he will certainly secure a few rupees, a certain 
amount of better grain than he usually eats, and a few luxuries, to enable 
him to enjoy the Holi festival. Finally, he will sell his produce, and, 
with the proceeds, pay off his short-term debt, his rent, and, if he is 
lucky, at least a part of the interest on his long-term debt, too. 

168. Distribution of agricultural debt according to objects . — The 
nature of the figures on which we have based our estimates of distribution 
of agricultural debt according to the objects on which it is incurred are 
fully described and criticized in Appendix I, where the method of framing 
the estimates has also been explained. On the basis of these figures 
the total debt is distributed over the province as a whole in the propor- 
tions 30 productive, 34 unavoidable, and 36 unproductive. The debt- 
classed as unavoidable, however, has all been spent on agricultural 
purposes; so that the total agricultural debt amounts to 64 per cent. 
The figures also show clearly the relative importance of those 
economic factors which are mainly responsible for the present 
state of agricultural indebtedness. Of the total debt 30 per 
cent, is due to the needs of the cultivator’s industry, 34 per cent, is due 
directly and definitely to his poverty, and 36 per cent, is due to the social, 
religious or legal customs by which he is bound. The results are striking; 
there can no longer be any doubt of the principal defects in the present 
economic situation of the peasant. And if the provincial figures point 
out the defects, a comparison with the co-operative figures suggest one 
possible remedy. The co-operative percentages are 47 productive, 37 
unavoidable and 16 unproductive. In other words, the peasant who is a 
member of a co-operative credit society/though not better off than others, 
has learnt the wisdom of spending a good deal more on productive and 
good deal less on unproductive purposes. Possibly it would be more 
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correct to say that, since co-operative credit is strictly controlled, he is 
compelled to be wise, whether he would or no. 

169. Classification of agricultural debt by periods. — Strictly speak- 
ing, a loan should not be classed as long-term unless, at the time when 
it was made, it was agreed between the parties that its recovery should 
actually be spread over a long-term. But in that case, debt would be long- 
term or short-term according as it was or was not secured on a land mort- 
gage, which is a classification of no particular importance; for this is the 
only case in which a long term of repayment is ever fixed, and in the case 
of other debt, either a short period is fixed or none at all. We propose 
accordingly to base our classification not on the period in which debt is 
repayable, but on the period in which it ought to be repaid. The 
material available for this purpose has been described in Appendix I. 

170. In the past economic and financial experts have been content 
to sub-divide credit and debt on the basis of duration into two classes, 
long-term and short-term. But in more recent times it has been re- 
cognized that there is a third class, which cannot be strictly regarded as 
either long-term or short-term, but lies between the two. To this class 
the name “intermediate” has been attached. ( 12 ) In the United States 
of America special machinery was introduced by the Agricultural Credits 
Act of 1923 to handle such finance, in the shape of National agricultural 
credit corporations and Federal intermediate credit banks, both of which 
advance credit on the security of farm produce and live-stock, for a 
period that may not exceed three years. It is not our purpose to suggest 
the creation of such organisations: the task of credit reconstruction is 
quite sufficiently difficult without introducing this refinement. Never- 
theless, the distinction is convenient , for it enables us to classify separate- 
ly certain kinds of debt, which are rarely repaid, or even repayable, in the 
longest" period that can suitably be described as “short,” i.e., one year; 
but usually are, and certainly ought to be, repaid within three years. 

171. Distribution of agricultural debt by periods. — As explained 
in Appendix I, our examination of the distribution of debt by periods i* 
cased on 331 lakhs of classified debt extracted from our survey reports 
and the evidence of various witnesses. It is necessary, too, to make it 
clear that these figures, partly by chance and partly by design, include 
a comparatively small amount of landlord’s debt, or rather of zamdn- 
daris as opposed to pattidaris debt : otherwise the proportion of unpro- 
ductive long-term debt would certainly have been much larger. The 

( 12 ) The Royal Agricultural Commission used the term for certain kinds of debt : 

He port, page 416. 
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following table shows the distribution of this sum into long-term, inter- 
mediate, and short-term debt. The figures have been rounded for the 
sake of simplicity. 



Longterm. 

| Intermediate 1 

Short* term, 

Total. 

— 

Amount. 

Percentage 

Amount. 

Percentage 

Amount. 

Percentage. 

Amount, j 

i 

i 

Percentage. 

Productive 

Rs. 

76.000 

2 

Rs. 

5,12,000 

15 

Rs. ; 

7,01000 1 

21 

Es. 

12,89,000 

38 

Unavoidable . . 

•• 

i ■ 

3,35,000 

10 

1 

j 4,64,000 

1 

14 

7,99.000 

24 

Unproductive.. 

12,69,000 

as 


**. 1 

•* 

*• 

12,69,000 

J 

83 

Total 

13,45,000 

40 

8,47,000 

2->| 

11,65,000 

35 

83,57,000 j 

100 


172. These figures may be further subdivided. 

(1) Productive long-term debt is made up as follows:™ 


(a) Construction of wells 

(b) Building of houses 

(c) Acquisition of land 

(d) Acquisition of h our mill 


its. 

12,000 

7,000 

54,000 

a, ooo 


The last item represents a single (unsuccessful) venture. “Acquisi- 
tion of land” includes not only borrowing for purchase, but also for tak- 
ing a land mortgage; for, as we have mentioned elsewhere, the enter- 
prising agriculturist does not hesitate to borrow with the immediate object 
of lending, and the ultimate object of acquiring land.( 13 ) “House-build- 
ing” must generally mean the building of a better house, — bricks instead 
of mud — , betokening a rise in the standard of comfort and as such 
desirable but only dubiously productive. Only Rs. 12,000, it will be 
noticed, have been borrowed for agricultural improvements proper, or 
under '4 per cent, of the total debt. 

(2 ) Productive intermediate debt represents: — (a) borrowings of 
Rs. 8,59,000 for the purchase of cattle, both draft and milch animals, 
with an occasional pony, and, in the hills, also goats; (b) advances made 
by village headmen (padhans) in the Tarai and Rhabar to induce ten- 
ants to settle there, to the extent of Rs. 1,45,000; (c) a sum of 

^ . 

( 13 ) Chapter III, para. 116. 
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Es. 8,000 expended on field repairs in the hills, which probably repre- 
sents the cost of terracing them. * 

(3) Productive short-term debt relates to a variety of objects, it 
is impossible to distinguish between them with any accuracy, for in 
many cases the amount borrowed for two or three objects has been shown 
as a single sum. Of the total amount only 3 lakhs is classified in de- 
tail. Using this as a basis for apportioning the rest of the debt between 
various objects we obtain the following figures : — 

Rs. 

Seed .. .. .. .. .. .. 2,95,000 

Other agricultural purposes (principally wages, and to a very 

small extent purchase of manure ; . . . . . . 2,36,000 

Other productive purposes .. .. . . .. 1,70,000 

In the Tarai and Bhabar the amount borrowed for other agri- 
cultural purposes is Es. 1,45,000, and just over double the amount 
borrowed for seed ’(Es. 72,000). In the rest of the province the figures 
are reversed; the amount borrowed for seed, (Es. 2,23,000) is more than 
•double the amount expended on other agricultural purposes. In this 
particular case the variation is, no doubt, due to the peculiar circum- 
stances of the Tarai and Bhabar; but no explanation has been given 
of the figure, and, as it is merely described as “expenses of cultivation 55 
it is impossible to suggest one. Under “other productive purposes 55 
a certain amount of money has been borrowed for the education of 
children; the amount is Es. 1,100 out of Es. 29,000 for which we have 
details. The whole of the rest is described merely as “trade 55 , and 
•doubtless represents advances taken by agriculturist beoparis from 
nrhatias.C 4 ) 

(4) Unavoidable intermediate debt consists entirely of borrowings 
for the -payment of rent and revenue. The sum is large, but there 
have probably been more borrowings' than usual on this account during 
the last two unfortunate years. 

(5) The unavoidable short-term debt , with the exception of a thou- 
sand rupees or so spent on miscellaneous purposes, consists entirely of 
borrowings for subsistence. This figure, too, is probably larger than 
usual as the result of recent calamities. 

(6) Unproductive long-term debt is, made up as follows:— 

\ ' , Rs. 

Repayment, of old debt . . . . . . 4,81,000 

Expenditure on social or religious ceremonies . . 5,50,000 

Expenditure on litigation . . *. . . .. 2,31,000 

Miscellaneous extravagance . . . * , . 7,000 


( 3 1 ) See Chapter ITT, para. 125. 
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The figure for litigation gives a false impression of the litigiousness 
of the'province. Out of the total of Es. 2,31,000 a sum of Es. 1,40,000* 
belongs to the single district of Eae Bareli. Even in that district it is 
misleading, for out of 7,178 tenants or small landlords regarding whose 
indebtedness inquiries were made by the settlement officer, only 130 
had borrowed money for litigation; and these are responsible for the 
entire sum of Es. 1,40,000. The average works out at just over a thou- 
sand rupees per debtor, but the amounts due by individuals vary 
greatly. Nearly all these debtors belong to the higher castes and many 
of them are small landlords. 

173. The head “miscellaneous extravagance” is described by most 
witnesses as “waste”, and few details are given. In one case a debt of 
Rs. 900 was contracted to buy an elephant, apparently for no better 
reason than that the family had possessed elephants before. 

174. Correction of figures to allow for landlords’ debt . — We have 
stated above( 15 ) that the sum of 33 J lakhs on which we have based this 
discussion includes very little landlords’ debt; and we have now to modi- 
fy our results accordingly. In a subsequent paragraph/ 16 ) we have 
estimated the total .debt at 124 crores; of which 54 crores may be taken 
*as similar in its distribution to the present 33| lakhs. The balance of 
70 crores is landlord’s long-term mortgage debt. The total of long-term 
debt is then 40 per cent, of 54 crores plus 70 crores, or 74 per cent, 
of the whole. The intermediate debt becomes 11 per cent, and the short- 
term debt 15 per cent, of the whole. 

175. The most striking feature in these figures is the preposterous 
discrepancy between productive and unproductive long-term debt. In 
an agricultural province like this, where the peasant is notoriously poor 
and where, for various reasons, the only hope of bettering his lot lies in 
free expenditure of long-term capital on land improvements,* it seems- 
incredible that, for every one rupee spent in this manner, nineteen are 
spent on purposes which, however much custom may enjoin them, none- 
theless involve extravagance far beyond the means of the debtors. In 
a previous paragraph we have mentioned reasons why the peasantry 
are reluctant to spend money on the making of wells or other improve- 
ments, namely, that a tenant can rarely derive benefit from such ex- 
penditure except in partnership with other tenants; that landlords rare- 
ly spend money in this way; that when either a partnership of tenants 
or a progressive landlord does carry out any improvement, there is sel- 
dom need to borrow for the purpose. These figures, however, suggest 


( 15 ) Para. 171. 
< lfi ) Para. 201. 
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another and even more important cause, namely, that the cultivator,, 
who at best possesses but a limited amount of credit suitable for long- 
term debt, has used so much of it for his unproductive borrowings that 
he has none available for any more profitable purpose. But, what- 
ever the cause may be, the situation, as disclosed by the figures, is 
highly unsatisfactory. 

176. Effect of unpunctual repayment on the distribution of debt 
by periods . — The distribution of debt into long-term, intermediate, and 
short-term which we have given above is based on the nature of the debt 
itself. It does not, however, correspond to observed facts, for the- 
rmal borrower is traditionally unpuhctual in making repayment. "It 
is this which explains his preference of the moneylender, who is will- 
ing to give him almost unlimited grace, to the co-operative society or 
Government who insist on payment at due date. He forgets that he 
has to pay a high price, in the shape of interest, for the grace which 
the moneylender affords him. The result is that a large amount of 
debt which is of a short-term nature, ultimately by lapse of time be- 
comes long-term debt. As an example we may quote the figures of a- 
vdlage in Benares district where the distribution of its debt of 
Rs, 17,984, according to its nature, is 9 per cent, short-term, 11 per 
cent, intermediate, and 80 per cent, long-term. But of this debt 80 
per cent, has been running for over one but less than three years, 69‘ 
per cent, for periods between 3 and 31 years, and only 1 per cent, for 
less than one year. In this village, therefore, most of the short-term debt 
has already passed into the next or intermediate stage, and a great deal 
more will before long pass into the long-term stage. 

177. The nature of this process of evolution is described by many 
of our witnesses. The peasant borrows small sums from time to time* 
from the moneylender, which, in the course of a year or two, grow to 
a large figure. The moneylender then calculates interest on all of them 
and causes the debtor to execute a promissory note for the total, which, 
begins to run at a fixed rate of interest. Every third year interest is 
added to principal, and a new bond is executed for the total amount. 
From time to time the debtor will borrow money from one creditor to 
pay off another; this substitutes new for old debt, and the process off 
evolution commences afresh. In this matter, however, it is possible 
to draw a distinction between tenants and landlords. The tenant will 
always, if he possibly can, pay off at least his short-term debt punctually, 
and, as a rule, only postpones payment when the harvest has failed or 
some other calamity has occurred. The repayment, no doubt, is often 
merely nominal, for a tenant who, having paid off Ms moneylender, finds* 
himself short of money to pav his rent, will immediately borrow again? 
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for that purpose; but, at all events, the repayment has stopped accumula- 
tion of 'interest. With the landlord, however, “time and punctuality are not 
matters of importance,” and the progress of his debt from short-term to 
long-term is generally unbroken. The total volume of long-term debt is,- 
therefore, constantly increasing. But the pace of its increase is greatly 
•accelerated after a succession of bad years, for at such a time new debt 
is accumulated and repayment of old debt ceases. A case has already 
been mentioned of debt which began 31 years ago, just after the severe 
famine of 1897-98; and in a report from Basti another debt has been 
traced back to 1868, which was also just after a famine. In a third 
.case, from a Rae Bareli village, practically all the old debt is said to 
belong to the famine years 1907-08. And in all probability that famine 
marks the beginning of most of the old and ancestral debt now in exist- 
ence. 

178. Distribution of credit transactions according to medium . — 
The credit transactions prevalent in the province may take one of four 
forms, according to the medium in which advance and repayment res- 
pectively are made. These are : — 

(1) Where both advance and repayment are in cash; 

(2) where advance is in kind and repayment in the same kind: 

(3) where advance is in kind and repayment in cash or in some 

different kind; 

(4) where the advance is in cash or kind and repayment is in 

service. 

Of these four types of transactions only the first two are loans in 
the true sense of the word. The third class of transactions are pur- 
chases on credit. The last may be most charitably regarded as an ad- 
vance payment of wages for service; but is usually described, as it pro- 
bably is, as a relic of serfdom. It is reported from various* places; 
but it seems to be most common in Gorakhpur, Basti. Gouda, 
mid the Tarai, all of them in the submontane tract. ( 17 ) In Basti and 


( ,T ) The following quotation from the Basti Settlement Report of 1891 shows that 
at that time serfdom was still in' existence. Doxnariaganj is the north-western tahsJl of 
Basti. “ The majority or the ploughmen in the north of Pomariaganj are still serfs, who 
in cons’deration for an advance of cash, have hound themselves, their wives and children, 
to work for their master until the money is repaid. Of course, the money is never repaid 
but the condition ef the ploughman is not one of actual slavery. The contract of the 
* srnm/c 5 bond would not be enforced by the Courts, and when the saw a hi is dissatisfied 
with hi3 employer he simply runs away and takes service elsewhere. The new master 
generally takes over the *ain-*k debt. A man who keeps a run- away ploughman, and re- 
fuses to pay the money owing to his former master, is considered thoroughly dishonest and 
is denounced as a he-imem. The price of a ploughman and his wife is generally from 
Bs. 50 to 60.”-— Basb Settlement Report, 1891, pa^re 39. 
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G-onda service is definitely a method of repaying the principal 
of the debt. In the former district, for instance, the •debtor 
contracts to give his own services or those* of some member 
of his family free for a whole year. In the Tarai and Gorakhpur, cn 
the other hand, the service is occasional and appears to he in lieu of 
interest. In Gorakhpur, for instance, the debtor must plough his credi- 
tor’s fields with his own bullocks once in each crop-season, or, if he has 
no bullocks, perform some other field work for two days. In Gonda, 
■it is said, the debtor is often tricked into taking a bond on a very high 
■rate of interest which he cannot possibly repay, so that he may subse- 
quently be offered the choice of working off the debt by labour; for 
•farm servants are in high demand amongst the high caste agriculturists 
■of that district. 

179. The third class of transaction is common, but probably does 
not account for any large part of the total debt. It covers such cases 
-as the purchase on the instalment system of cattle from the wandering 
cattle dealer, or of cloth from the Kabuli, as well as of minor transac- 
tions with the village bania. The most curious transactions of this kind 
are all connected with cattle. In the Tarai and Bhabar, and possibly 
other places, there are cattle-dealers who in payment for plough oxen 
receive half the produce of the debtor’s fields after the village headman 
\padhan) has taken his share; and in Etawah a loan to purchase a milch 
cow is often repaid in ghee at the time of her calving, at a rate which 
means a profit of between 30 and 40 per cent. Elsewhere, there is a 
-custom known by the name of adh batai , where the price of a cow bought 
cn credit takes the form of half the value of her male calves, 

180. The -.first two types of transaction account for all hut a very 
'Small part of agricultural debt. The only advance which is made in 
kind and* repaid in the same kind is of grain, whether for seed or sub- 
sistence. In some places the bis aria (grain-lender) will only agree to 
make an advance in grain if its price is running low; if the price is high, 
the debtor must borrow cash to buy it. On the other hand, in some 
parts of Oudh the bisaria will refuse to accept anything else but grain 
:m payment, so that the debtor, if he has none of his own, must buy it 
to repay his debt. A grain debt is only converted into a cash debt 
when repayment has long been delayed, and the amount has accumu- 
lated unduly. In Basti the practice of grain advances is said to be dying 
out. 

181. By far the greatest number and volume of agricultural credit 
transactions fall in the first class. It includes all long-term debt, whe- 
ther productive or unproductive, all intermediate debt for the payment 



oi revenue or rent, a greater part of the debt contracted to purchase* 
cattle, and a considerable part of short-term debt. There are great 
differences of opinign amongst our witnesses regarding the proportion' 
which cash transactions bear to transactions in kind. No doubt that 
proportion varies greatly from place to place. The proportions most 
commonly suggested .are 75 cash and 25 kind; but, judging from the* 
figures given in para. 171, the latter is certainly too high, since the total 
amount of debt for seed and subsistence together is less than 23 per- 
cent. of the whole. Allowing for the fact that some grain is undoubtedly 
purchased in cash, probably 20 per cent, is an outside figure. 

182, Distribution of debt until relation to holdings etc. — For the- 
discussions of debt distribution which follow we have used other statistics 
than those referred to in previous paragraphs. The nature of these 
statistics is explained in Appendix I and need not be repeated. It is, 
however, necessary to draw attention to one very important point which 
affects their nature. The figures were all collected in the months of 
February and March of the current year, just before the rahi harvest. 
This is the time when in any year debt is invariably at its highest. ( 18 > 
On the present occasion, however, there are three special causes at work 
which must have had the effect of still further increasing debt. Firstly , 
ever since the kharif of 1928, the province has suffered a series of 
agricultural calamities, resulting in one crop failure after another. There 
is reason for hoping that this period has come to an end with the 
present rahi; but debt must meantime have been accumulating as the 
result of the peasant’s diminished ability to repay. Secondly , during” 
the last two years Government had advanced about 190 lakhs of taqavi, 
probably the highest figure on record since the famine of 1907-08; and 
though much had been repaid before the end of "'March, well over a 
crore was still due, whilst the normal outstandings would generally be 
about 20 lakhs. Thirdly , the Indian Child Marriage Act, better known as- 
the Sarda Act, came into force on April 1, and many parents who object- 
ed to its provisions took advantage of the interval between its passage 
and that elate to evade them. A very large number of marriages took 
place before the end of March which would otherwise have been delayed, 
with the result that marriage debt too must have been unusually high. 
In short, . it seems certain that our statistics, instead of representing a 
normal state of affairs, constitute a record. On the other hand, it also 
seems certain that an unusually large proportion of the debt in existence 
at this time, probably not less than 50 per cent, as against the normal 


( 18 > See Evidence, Vol. II, p. 4. 
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•35 per cent ., ( 10 ) represents short-term borrowings either for seed w for 
subsistence, which would be repaid after the first g$od crop, so that of 
this debt probably one half has already been repaid at the time of 
writing, ( 20 ) or will shortly be repaid. 

183. Debt-free and indebted among tenants and peasant proprie- 
tors . — The statistics recorded by settlement officers during the course 
of the economic inquiries showed a large number of debt-free tenants 
in the six districts with which they were dealing. ( 21 ) Their figures are 
reproduced in the following table : — 


District. 

Debfc-f ree. 

Indebted. 

Number. 

Percentage. 

Number. 

Percentage. 

Partabgarb 




6,038 

71 

2,477 

29 

Bara Bauki 


. , 

• . 

7,495 

65 

3,976 

85 

Lucknow . . 


. . 

, . 

2,872 

63 

1,678 

37 

Unao 

. , 

, . 


1,914 

55 

1,569 

45 

Bae Bareli 


. . 


3,089 

43 ! 

4,069 

57 

Budaun 



*• 

2,182 

5S 

1,571 

42 



Total 

•* 

28,590 

61 

15,340 

39 


These figures appear incredibly favourable, and indeed caused sur- 
prise both to the settlement officers who collected them and to ourselves; 
and the Chairman, who first examined and discussed them, was at some 
pains to suggest that if they were correct they were due to special 
causes. ( 22 ) Our scepticism on this point indeed was one of the causes 
which induced us to obtain further returns of debt, as explained in 
Appendix I. Our own statistics, however, merely serve to corroborate 
those collected by the settlement officers. The following table shows 
the figures for the eight natural divisions and for the province as a 
whole : — 


Division. 

Debt-free j 

Indebted, 

Number. 

Percentage 

Number. 

Percentage. 

Himalaya, West .. .. . . 

515 

57 

389 

43 

Sub-Himalaya, West 

884 

40 

1,361 

60 

Indo-Gangetic Plain, West .. .. 

3,605 

33 

7,395 

64 

Indo-Gangetio Plain, Central.. «i' ; 

6,918 

47 

7,788 

53 

Central India Plateau 

2,306 

37 

3,838 

63 

Bast Satpuras 

165 

57 

125 

43 

Sub-Himalaya , East . . .j .. 

5,475 

55 

4,415 

45 

Indo-Gangetic Plain, East , . . . 

3,482 

61 

2,234 

39 

Total 

23,350 

46 

27,545 

54 


( 1S ) See para. 171. 
("-«) May 24th. 
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Our figures no doubt are generally smaller than the settlement figures 
For this difference, there are adequate causes. 

(1) During the interval between the collection of the settlement 
officers’ returns and our own, the agricultural position had grown worse, 
and debt had increased, for the reasons explained above. 

(2) Whilst our own returns were collected at a time when debt 
would in any case have been at its highest, many of the settlement 
returns were collected at a time when it was relatively low. 

(8) Five at least out. of the six settlement districts are prosperous 
above the average, — a fact made abundantly clear by the arguments given 
in evidence/ 33 ) and corroborated by their relatively light burden of debt 
as disclosed by our own figures. 


184. The first two of these assertions are supported by a compari- 
son between the earlier and later returns in respect of the six settle- 
ment districts. The figures are given in the table below : — 


District. j 

Percentage 

Earlier 

figures. 

of debt-free. 

Later 

figures. 

Partabgarh 

■ •• . 

- 

.. 

*• 



71 

49 

Bara Banki 

>• 


- 




65 

56 

Lucknow 

•* 


•• 

•• 

*• 

. 

63 

37 

Dnao .. 

. * 

„ „ 


, . 

. . 


55 

47 










Bae Bareli 

•• 

- 

- 

•• 

- 


43 

4S 

Budaun 

*• 

•• 

V*. 

•* 

•• 


£8 

67 


It will be noticed that in four districts out of the six, the position 
is considerably worse now than it was when the settlement officers' 
reported. In. the two where the position has ostensibly improved, there- 
are special causes. In Budaun our own returns relate only to a very 
small number of persons; wTiilst in Bae Bareli the settlement officer’s 
figures were upset by an amazingly large amount of litigation debt/ 21 ) 


( 2S ) Evidence, vol. II, p. 3. 

( 2t ) See paragraph 176(2) above. 
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185. We have now to consider whether, in view of the coincidence 
between the earlier and later statistics, any room is left for scepticism, 
regarding their accuracy . Debt is so common a phenomenon amongst 
the peasantry, that indebtedness carries no stigma with it. There are* 
possibly some types of borrowings, such as those for subsistence, which 
the higher caste debtors, at all events, -will be unwilling to disclose. It 
is also probable that a debtor, of whatever caste, may have good practical' 
reasons for not disclosing the whole amount of his debt. But we cam 
scarcely believe that any debtor’s natural reticence would carry him 
so far as an assertion that he was entirely free from debt. Further, the* 
figures were collected both in the case of the settlement and our own 
statistics by the revenue staff, namely the patwari and his superior, 
the supervisor qanungo. These officers, especially the former, are 
intimately acquainted with the villagers and, though they might not be* 
able to state the exact extent of any particular villager’s indebtedness,, 
would certainly be able to confute any debtor who asserted that he was 
free from debt, and as certainly would refuse to give effect to that 
statement in any records that they -were compiling. Indeed, in 99 cases 
out of 100 where a bond had passed the scribe would be the patwari 
himself. ( 25 ) Prima facie , therefore, there seems no reason whatever 
to doubt the accuracy of the debt-free figures, however much they may 
run counter to the accepted ideas on the subject ;( 2G ) though, as ex- 
plained in the next paragraph, freedom from debt is not always a matter 1 
for congratulation. 

186. Distribution of debt by holdings . — (a) The debt-free.— In 
table V, the debt of tenants and peasant proprietors ( 2 7 ) has * been 


( 25 ) Similar arguments apply to the census returns. One of the greatest safe- 
guards of the accuracy of those returns is the fact that they are either collected or 
examined by the patwari who can from his own knowledge correct any misstatement 
of fact that may be made. 

( 2 ‘ ; ) Another line of argument lias been suggested tons as supporting the accuracy 
of these, statistics of debt. The average villager is generally suspicious of official de- 
mands for information of an unusual kind, as a demand l'or information regarding* debt 
would be. He is apt in such a case to ask himself the old question “cut ibmio” (who would 
benefit); and he is equally apt to furnish only such and as much information as he 
thinks will benefit himself. At the time when these inquiries were made, the villager' 
had only recently, and partly, emerged from a period of adversity, during which Govern- 
ment had rendered an unusual amount of assistance both in the shape of taqavi and 
remissions or suspensions of rent and revenue; for which assistance he was after his- 
own fashion grateful. But gratitude is a lively sense of future favours, and in such 
circumstances, he may* well have supposed that the curiosity of a government officer 
regarding his debt was a presage of further concessions of the same kind; in which case,/ 
of course, he -would have been more likely to exaggerate than minimise his debt. 

( S7 ) For a definition of this term in this connexion, see Appendix I, para. 15. 
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.distributed according to the size of their holdings. Holdings have been 
arranged in four groups, (1) less than 5 acres, (2) between 5 and 10 
acres, (3) between 10 and 20 acres and (4) over 20 acres. Unfortunately, 
our statistics as collected do not show the number of debt-free separately 
•for each group. This, however, is a matter of comparatively small 
moment, for we can obtain the information required from the settle- 
ment statistics mentioned above. These show very little variation 
between groups; the percentage of debt-free in the first and third groups 
•is 59, in the second it is 57, and in the fourth it is 56, with an all-round 
•average of 58. We shall not, therefore, err greatly if w r e assume that 
dhe percentage of debt-free in each group is the same as in the total i.e., 
that the total provincial percentage of debt-free, namely 46, represents 
■46 per cent, in each group. 

187. This result is again prima facie contrary to expectation. One 
'would have naturally supposed that the proportion of debt-free would 
have varied directly with the size of the holdings, and that there would 
liave been relatively fewest of them in the first group and most in the 
fourth. The explanation, however, is not far to seek. 

(1) It is amongst the small holders that are chiefly to be found 
'those villagers who possess a subsidiary occupation; for instance, the 
village artisans, such as the blacksmith and carpenter; the village servants, 
■such as the barber, the tanner, the kahar and the priest; the farm ser- 
vant, such as the ploughman or cattle-herd. All of these usually possess 
only small holdings, but because they possess other resources are often 
‘better off than cultivators with larger holdings. And, indeed, it is pro- 
bably more correct to say that in these cases agriculture is not the 
primary but the secondary occupation. 

(2) Members of market gardening castes such as the Ivoiri or Murao 
'usually have only small holdings, but by their intensive cultivation of 
‘Specially valuable crops derive therefrom an income which is often much 
larger than that derived from a much larger holding by an ordinary 
cultivator. 

(3) Thanks to their extravagant habits, few tenants of the higher 
castes are ever entirely free from debt; and such tenants possess more 
-than their fair share of the large holdings. 

(4) Freedom from debt may be due not to a sufficiency of in- 
come, but to an insufficiency of credit: a peasant, especially a very 
poor peasant, may be free from debt merely because nobody is willing 
to lend to him. Such cases would naturally be confined to small holders. 
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188. (b) The debtors . — The distribution of debt according to the 

size of the holdings in the province as a whole may be tabulated as- 

folloWvS : — 


Class. 

Percent < 

Debtors. 

Age of— 

i 

Debt. 

Debt 

per 

debtor. 








Rs. 

I 

• 

•• 

.. 

.. 

51 

32 

106 

II .. 





2S 

27 

167 

Ill .. 


.. 

>• 


14 

23 

272* 

IV .. 

• 

.. 

*• 

•• 

7 

IS 

437 


These figures prove that whilst the largest number of debtors is- 
found amongst the peasants with the smallest holdings, debt is heaviest 
amongst those with the largest. Both results are natural enough. Few 
small farmers can work except on credit, whilst the big farmers, though 
they may possess larger resources of their own, yet have more extensive 
operations to finance. On the other hand, it is probable that a relatively 
large part of the small holder’s debt is either productive or unavoidable r 
whilst as the high caste tenants usually have more than their fair 
share of the larger holdings, a relatively large part of the large holder’s 
debt will be unproductive. 

189. Of these results, the second is observed not only in the 
province as a whole, but also in smaller areas. Of every natural divi- 
sion, excluding the hill tracts, it is true that the larger the holding the 
heavier th # e debt. It is also true of 33 out of the 44 plains districts. It 
is not, however, so universally true that the largest number of debtors 
is to be found amongst the tenants with the smallest holdings. The 
number is largest in the second group in three districts of Sub-Himalaya, 
West, in seven districts in the western Indo-Gangetic Plain, and in the 
four districts of the Central India Plateau. These are all districts where 
the average holding is relatively large. It can, however, be asserted 
that the number of debtors in the two lower groups taken together is 
always infinitely larger than the number of debtors in the two higher. 

190. Debt and the economic holding . — In a previous chapter ( 2& > 
we sub-divided the province outside the hills into five tracts according 
to the size of the average holding, and also calculated, on the basis ot 


7 


( 2S ) Chapter II, para. 56, et seq. 


< 98 ) 


averages, the minimum economic holding for each tract. We have now 
to consider the burden of debt on the holding by the produce of which 
it is secured, which involves a further consideration of that indeterminate 
concept, the economic holding. For indeterminate it certainly is. As 
we have pointed out, it is subject to many causes of variation, the 
nature and location of the holding, the caste, customs and skill of the 
cultivator, his standard of comfort.. It is scarcely an exaggeration to 
say that there are as many economic holdings as there are cultivators. i 
An economic holding, in a word, is an economist’s abstraction. It is an 
amalgam of averages, — -average distribution of soils, average cropping, 
average outturn and prices, with an average tenant paying an average 
rent, possessing an average family, and incurring average expenditure. 

Yet some of these averages involve hopeless impossibilities. A cropping, 
for instance, which is possible in a million acres will be impossible in a 
holding of three acres. ( 29 ) Again, the number of members in the f 
average family is 4*6, which is plainly ridiculous; whilst the average 
tenant has no more real existence than Professor Marshall's ‘ ‘economic 
man.” Nevertheless, an “economic holding”' has its uses, at all events 
for the purposes of argument, since it fixes a point round which argu- 
ment can centre. 

191. With the assistance of the figures before us we have en- 
deavoured to calculate for each of the tracts mentioned above the 
number of holdings which are below and above the mini- 
mum economic holding. We have assumed that in each holdings 
group, the debt-free holdings are 46 per cent, of the total. We then get 
the figures given in the table below : — 


Tract. 

Number of holdings in — 

Totals 

number. 

Minimum 

economic 

holding 

(acres). 

Group 

I, 

Group 

II. 

Group 

III. 

Group 

IV. 

Southern . . 

Western 
"North Central 

South Central 

Eastern 

2,218 

2,466 

5,806 

1 7,327 

! 8,024 

2,164 

2.S14 

8,216 

3,354 

2,254 

1,603 

2,466 

1,072 

1,331 

807 

1,119 
888 
406 ! 
545 
308 

7,102 
8,631 
10. 500 
12,557 
11,803 
. : i 

9*8 

5*0 

4*7 

4*7 

4*0 


The results of these figures are as follows : — 


(1) The first group represents holdings of under 5 acres. It follows, 
therefore, that in the western and southern tracts all the holdings in 
the first group are below the minimum economic figure, whilst in the 
other tracts nearly all are either at that figure or below it. 

~ ( 20 ) Bor instance, the rice area in the “economic holding” of a district like Meerut 
would he about the size of a billiard table. 
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(2) In the southern tract, all the holdings in the second group are 
also at or below the minimum economic figure^ 

(3) The rest of the cultivators In group II, and those in group III 
In the southern tract possess holdings at or somewhat above the minimum 
economic holding, have a certain surplus in good years and may be 
regarded as fairly well of except in bad times. The number of these 
is 13,241 or 26 per cent, of the whole. 

(4) The remainder, consisting of all the holdings in group III 
except in the southern tract, and the cultivators in group IV, may be 
regarded as well off in a greater or less degree. Their number is 8,942 
or 18 per cent, of the total. 

392. The position can now be summarized thus. Of all tenants 
and peasant proprietors (a). 18 per cent, can be regarded as, well-to-do, of 
whom 8 per cent, are free from debt, (b) 26 per cent, can secure in a 
good year a margin to carry them over a bad year, of whom 12 per cent, 
either by reason of greater thrift or the possession of some subsidiary 
occupation are free from debt,, (c) 56 per cent, possess holdings either 
at or below the minimum economic figures, of whom 26 per cent., how- 
ever, by reason of subsidiary occupations are free from debt, but must 
obviously have some difficulty to keep their heads above water. 

193. In a former chapter ( 30 ) we divided the tenants according to 
their economic circumstances into three classes : We stated — 

(1) that the number of tenants whose holdings are definitely un- 

economic and who also possess no other subsidiary sources 
of income was small; 

(2) that the' number of tenants who possess holdings of the 
* average size or above it is smaller than that in the former 

class; 

(3) that the great majority of cultivators either possess holdings 

at or just above the economic level, or possess uneconomic 
holdings with a subsidiary occupation. 

We can now prove these general assertions by definite figures. The 
proportion falling in the first class is 30 per cent. The proportion 
falling in the second class is 18 per cent. The third class consists of 
the majority, viz., 52 per cent.( 31 ) 

194. Burden of debt per acre . — But if the amount of debt paid bv 
the smaller holder is not so great as that paid by his wealthier fellows, 

( so ) Chapter II, para. 64. 

( 3I ) The 30 per cent, represents those in para. 192(e) that are not debt free; the 
32 per cent, represents the rest of those in para. 192(c) plus those in para. 192(b). 



( 100 ) 


there is no doubt that the burden of it is relatively heavier on the 
former. To prove this assertion we have attempted to work out the 
incidence of debt per acre of holding in each of the four groups. For 
this purpose we have assumed that the distribution of the holdings is 
normal for the tract to which it belongs. On this assumption, obviously 
the area concerned is the number of holdings multiplied by the average 
holding of the tract, which figure can by experiment then be sub-divided 
between the various groups. On this basis we arrive at the following 
figures 


Tract. 

: 

Group I. 

I 

Group II, 

Group III. | 

Group IV, 

Average 

holding. 

Debt per 
! acre, 

i 

| 

'Average 

holding. 

Debt per 
acre. 

Average 

holding. 

Debt p c. j 
acre j 

i 

verage Debt per 
holding.! acre. 

1 

1 

Southern 

4‘5 

i J 

! 17*0 

9*5 

9*2 

15*0 

9*3 

33*5 

6*8 

W esteril 

4*5 

i. 26*3 

7*0 

23*3 

12*0 

an 

27*0 

18*0- 

North Central . . 

4*0 

j 22*6 

7*0 

16*4 

12*0 

13*3 1 

24*0 S 

16*8 

South Central . . 

i 2*8 

i 39*4 

6*0 

25*9 

10*0 

80*7 

20*0 I 

31*8 

Eastern 

1 2*2 

1 53*1 

6*0 

55*7 

10*0 

67*0 i 

20*0 j 

58*4 


! 


These figures show that the burden of debt in relation to the size 
of the holding is heaviest amongst the small holders in group I in every 
tract except the eastern circle, where debt is enormously high in all 
groups. The reasons undoubtedly are the presence of a large number of 
permanent tenure-holders and fixed-rate tenants whose holdings are- 
transferable, — a fact which greatly increases their credit and with it 
the temptation to run into debt. The general conclusion, therefore, 
is that the small holder, though he may owe relatively less than his 
more prosperous fellows, has nevertheless to bear, relatively to his 
economic circumstances , a far heavier burden of debt than they. And 
this disquieting conclusion is only partly mitigated by the fact that 
a relatively low proportion of the small holder’s debt is long-term; for,, 
as has been explained elsewhere, short-term debt, if allowed to accumu- 
late, is apt, as the result of the moneylender’s eccentricities, to become 
long-term debt. 

195. Burden of debt in terms of rent . — In Table VI debt is com- 
pared with rent and arranged in three classes according as (1) the debt 
is less than one year’s rent, (2) between one year’s rent and two years’ 
rent, and ($) over two years’ rent. In this we imitated the settlement 
statistics to which we have frequently referred. This classification affords 
an excellent measure of the burden of debt. 4 ‘Writing in 1911, Mr. More- 
land stated that the rent paid by a non-occupancy tenant was between; 
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10 and 20 per cent, of the value of the gross produce of his holding. 
'Since then both rents and prices of produce have risen, but the latter 
have risen relatively much higher than the former, the growth of which 
has further been artificially retarded by the acquirement of preferential 
rights. It may be taken, therefore, that rent is relatively much less of 
a burden than it used to be. A tenant who owes less than one year’s 
•rent can be regarded as lightly indebted, since in almost any circum- 
stances, except an agricultural calamity, he would always be able to 
pay off the debt at almost any moment * without inconvenience. A 
tenant who owes more than one year’s rent but less than two years’ is 
moderately indebted; but if he owes a sum greater than two years’ rent, 
he is undoubtedly heavily indebted. ”( 32 ) 

196. Over the province as a whole the figures are as follows : — 

Number of tenant?. Percentage. 


Debt-free .. .. 

,, 

23,350 

46 

Indebted for less than one year’s rent 

. . 

6,199 

12 

Between one and two years’ rent 

. . 

5,245 

10 

Over two years’ rent 


16,101 

32 


We may regard the debt-free and those who owe less than one 
year’s rent as “unencumbered,” the others as “encumbered.” The 
•unencumbered then amount to 58 per cent, of the whole and the en- 
cumbered to 42 per cent. These figures are much less favourable than 
those recorded by the settlement officers in the six districts mentioned 
in paragraph 183, where the figures were 76 unencumbered and 24 en- 
cumbered. The cause is once more, firstly , the agricultural calamities 
'of recent years which have resulted in the accumulation of debt, and 
secondly , the fact that at the time when the figures were collected debt 
was at its highest. 

197. In the following table we compare the settlement figures and 
»our own in respect of the six settlement districts : — 


District, 

.. -g v- ' ■.v-':;;"- . V.:- ' >.■ : 

Unencumbered. 

Encumbered. 

Settlement 

figures. 

Present 
. figures. 

Settlement 

figures. 

Present 

figures. 

Partabgarh.. .. .. : 

SI 

63 

19 

37 

Bara Banlii ' 

SI 


19 

27 

Luclrnow . . . . . . j 

79 


21 

45 

Unao 

69 


31 

33 

Bae Bareli 

66 


34 

33 

Budaun 

70 

70 

30 

30 


( sa ) Evidence, vol, II, p. 2. 
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The same variation is observable here as in the case of the fig u res- 
in paragraph 183, and is due to the same causes. The figures by natural 
'divisions are as follows : — 


Division. 

Unencum- 

fccred. 

Encum- 

bered. 

• *i . 

Himalaya, West . . 

.. 


84 

83 

Sub-Himalaya, West 


.. 

48 ■ 

52 

Indo-Gangetic Plain, West 

.. 

. . 

48 

• 57 

Indo-Gangetic Plain, Central 

•* 


65 

35 

Central India Plateau 



44 

56 

East Satpuras . . 


.* 

69 

31 

Sub-Himalaya, East 



69 

40’ 

Indo-Gangetic Plain, East 

■ •• , 


*2 

38 


The number of encumbered cultivators exceeds the number of un- 
encumbered only in the three divisions Sub-Himalaya, West, Indo- 
Gangetic Plain, West, and Central India Plateau. These are the divi- 
sions which have suffered most severely from the calamities of recent 
years. 

198. Freedom from debt and indebtedness amongst landlords 
From an economic point of view the circumstances of the small peasant 
proprietor or pattidar are similar to those of the ordinary tenant, and the 
figures relating to both were accordingly amalgamated. The large land- 
lord, however, the zamindar properly so called, whether a single person or 
a joint family, who owns an entire village or a definable part of a village, 
stands in an entirely different category . The statistics relating to him will 
be found in table VII. These figures relate to 3,636 landlords, of whom 
1,614 or 45 per cent, are debt-free. The rest are shown as owing be- 
tween them about Es. 41,06,000 round,— an average of Es. 4,050 per 
debtor. On a consideration of the detailed figures we have estimated that 
20 lakhs of this represents debt secured on registered land mortgages. A 
comparison of tables VI and VII shows that whilst relatively fewer 
landlords are free from debt than tenants and peasant proprietors, the 
average debt of the former is nearly 24 times as large as that of the 
latter. Bemembering the landlord’s far greater wealth, we can only- 
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attribute this result to his extravagance, born of a desire to maintain his 
■i social position and prestige. 

Little can be made of the local distribution of this landlords* 
debt. In any single district the number of landlords concerned vary 
from 2 in Shahjahanpur to 333 in Basti, whilst the debt per debtor 
varies from Es. 11,930 in Agra and Es. 11,559 in Bara Banki to 
jr Es. 44 in Kumaun and Es. 142 in Budaun. The high figures in the two 

I former places were due to the discovery of a few mortgage deeds for 

very high valuations. Nor indeed do the variations have, much mean- 
j ing. They depend less on the debtors’ own idiosyncrasies than on the 

amount that our investigators have been able to discover about them. 
For the province as a whole, however, the figures are sufficiently large 
and sufficiently widespread to serve, in conjunction with other inform- 
ation, as a basis for estimating the total volume of debt. 

199. Distribution of debt by caste . — Table IX shows the distri- 
bution of debt by caste groups for both landlords and tenants together. 
The provincial figures are as given in the table below. The figures of 
debt are in thousands of rupees : — 



I.— High castes .. .. 7,420 9,109 58 87, 66 624 3 T* 

* 

II.— Good agricultural castes .. 5,608 7,287 11,79, 14 162 91 


III. — Market gardening castes.. 1,345 2,010 2,60, 3 129 77 

IV. — Low agricultural castes . . 3,443 4,417 4,96, 5 54 36 

V. — Non-agricultural castes . . 1,210 724 2,79, 3 386 144 

YI — Other castes .. .. 5,938 6,020 8,15, 9 135 68 


Total .. 24,964 | 29,567 88,47, 103 299 162: 




( 104 ) 

'This table proves to demonstration how large a part of the total debt 
falls, aiid how heavy its burden is, on the high castes. ( 33 ) The reasons 
are not far to seek. Not only is there the high caste man’s extravagance 
to account for it, but it also includes by far the greater part of the 
landlord debt. If the high castes were indebted only to the same 
extent as the average of the rest of the agricultural population, then 
their total figure would only be Es. 10,41,000 (round); which means 
that the balance of their debt, some 48J lakhs, is due to their social 
position and the expenditure which it entails. The lowest figures, as 
might be expected, are those of the market gardening castes and the 
non-agricultural castes, both of whom are relatively few in number; the 
lightest burden, however, for sufficiently obvious reasons, is that borne 
by the low agricultural castes. The cultivator belonging to the non- 
.agricultural castes, if indebted at all, is heavily indebted; his figure stands 
next to that of the high castes. On the other hand, as might be expected 
:since this class contains such professional moneylenders as are also 
agriculturists, only a small proportion, some 38 per cent., are indebted 
at all. The proportion of indebted and debt-free in the various groups 
Is as follows : — 




Caste 

group. 



Percentage of — 

Debt-free. 

Indebted. 

I 






45 \ 

53 

1 





.. 

44 \ 

5b 

III 

, 

.. 

. .. 

** 

.. 

40 

60 

IV 

.. 

• - 

* 9 



44 

. 56 

V 

v f : ;V ; 

.'h; .h; V' 

•• 

• * - -h 

■■ h. 

62 

38 

VI 

,9 



V: 


50 

53 





Total 


46 

51 


Except in the non-agricultural group the variations are small. 


200, Distribution of debt by moneylenders . — Table VIII shows the 
.•amount of debt due to each particular class of moneylender, namely, the 
village and town moneylenders, landlords, tenants, Government 
and the co-operative credit societies. There is also a class described as 

( sa ) The high castes concerned are Brahmans, Rajputs, Musalman Rajputs, Saivids, 
IShaibhs and Pathans . 
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^unclassified’’, an explanation of which, will be found in Appendix. ( 34 ) 
The distribution is as in the following table : — * 


Description. 

Amount. 

Percentage. 

Tillage moneylenders 

Rs. 

4,56,479 

' '' 

5*1 

'Town moneyleaders.. 

25 03,871 

28*3 

(Landlords .. .* ... .. 

' 85,12,327 I 

39*9 

'Tenants 

12,10,349 ! 

13*7 

‘Government 

1,39,764 | 

2*0 

Go-operative credit societies .. 

4.72,803 ! 

5 3 

Unclassified 

5,01,0/8 

5 *.7 ; 

Total 

88,47,176 ! 

' «v . . 


The most notable fact which emerges from this table is the large pro- 
portion of agricultural credit, namely, 53*6 per cent., which is provided 
by agriculturists. To the extent of well over half the total debt the 
■agricultural population, taken as a whole, can finance itself. The pro- 
fessional moneylender only provides 3‘3‘4 per cent, of the credit, or 
with the unclassified debt (wdiich probably also belongs to him for the 
main part), 39*1 per cent. The proportion provided by Government is 
trivial; even so, it is approximately 15 times as large as it normally 
would be. The most unsatisfactory feature is the small part played in 
providing credit by the co-operative department. A. percentage of 5*3 
can only be regarded as paltry. 

Even so for the province as a whole the figure is exaggerated. The 
total amount advanced during 1928-29 was only 42 lakhs or above T3 
of our estimate of the total debt of tenants and peasant proprietors. 

201 4 Estimate of volume of debt. — Our estimate of the total rural 
debt of the province, in which we include the debt not only of landlords 
and tenants but also of agricultural labourers of all kinds, is 124 crores. 
The method in which we have arrived at this estimate has been fully 
described in Appendix II. We have only to add that a cross-check 
based on the recorded figures of taqavi supports the estimate so 
far as the debt of tenants and peasant-proprietors is concerned. This 
works out almost exactly to Bs. 35 per head of rural population, and is 
times the average revenue of the province. 

B . — Nature and distribution of credit. 

202. The nature of agricultural credit. — The different classes of 
rural credit agency were fully described in Chapter III. We have still, 
however, to give an account of their business methods, of the relations 
between them and their clients, of the distribution of debt between 


( 34 ) See para. 14(a). 
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the various classes of them, and of the volume of credit available. It 
will be" convenient first to restate briefly what has already been said 
about these agencies. Rural credit agencies fall into two main classes, 
whom we have distinguished under the names of professional and 
amateur. Of professional money-lenders there are four main types 

(1) The village bania is always a petty tradesman with a small 
capital, who sells goods on credit and lends money in small sums. He- 
operates in a restricted area, rarely larger than two or three villages. 

(2) The village mahajan’s transactions are always loans in the 
correct sense of the word and not credit sales. He deals in money and ! 
rarely in any kind but grain. He possesses a much larger capital than 
the village bania and operates in a definite but much larger area, vary- 
ing from a group of villages to a group of districts. 

(3) The saJmkar as compared with the village mahajan is some- 
thing of a magnate. He is essentially a city businessman operating' 
in rural and urban areas alike. His dealings are confined mostly to. 
land mortgages and to the financing of village mahajans. 

(4) The perifatetie moneylender wanders the country seeking 
custom, and will deal with anybody whether he knows him or not. Of 
these wandering usurers the most important is the qistwala, who 
operates all over the province. He works on a system of equated instal- 
ments usually known as gist; a gist is a loan of Rs. 8 or Rs. 10 repay- 
able in ten or twelve monthly instalments of one rupee each. Other 
wandering usurers are the Kabuli and the Harhia, both of whom work 
in gangs and are truculent and predatory scoundrels ; and the cattle 
dealer, who sells on credit, recovering the price in four equated instal- 
ments, which include interest. 

There are also a few minor kinds of professionals : the banjam 
grain dealer of the submontane tracts, the behwari moneylenders of 
the western districts, a host of travelling pedlars and hawkers who sell 
on credit, and finally the khandsali or dealer dn sugar, who seems to- 
be found only in Rohilkhand. 

The amateur moneylenders are mostly landlords or tenants who,, 
possessing surplus resources, use them to finance their fellow cultiva- 
tors. Apart from these, there are also a crowd of petty amateur usurers* 
of all sorts, for money lending at the present day appears to be the*; 
favourite subsidiary occupation of any villager who can boast of a little* 
capital. 

203. It has already been stated that there is no such thing as a 
system of agricult udal credit ( 35 ). Most types of credit agency are* 
represented, most forms of credit transaction are practised. Not only 


(* tf ) Chapter III, para. 93. 
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so, but the methods of money lending are infinitely diverse. Rates of 
interest, documents, incidental charges, the manner of renewal or repay- 
ment, all vary, and not only in one direction. They vary with 
the idiosyncracies of the moneylender himself, with the circum- 
stances of the debtor, with the nature of the security, with the locality... 
It is impossible to give a systematic account of agricultural credit 
because there is no system; as the agencies, so the methods. The', 
only possible procedure is to describe the various types of transaction* 
one by one. 

204. Loans in gram . — As has already been explained, grain is 
borrowed both for. seed and for food. The date for repayment is in both 
cases the next harvest. In Basti it seems that no interest is charged 
on such loans if punctually repaid; but that is an exceptional arrangement 
in a tract where the practice of grain loans is said to be dying out 
altogether, except in times of scarcity. The normal rates of interest are* 
25 or 50 per cent, known respectively as sawai and deorha . Of the* 
two rates the former is the commoner, except in Oudh. Where the* 
advance and the repayment are both made in grain without reference to* 
value, these rates are not so high as they seem at first sight, for the- 
harvest price is invariably below any preceding price in the previous six 
months. Transactions in this particular form are common amongst pro- 
fessional grainlenders (bis aria) , or amongst landlords of the type that lend, 
to their tenants as a matter rather of duty than of profit, — a type less 
uncommon than might be supposed. One landlord is mentioned who* 
lends as much as 4,000 maunds for a single crop, and not only takes, 
repayment in bind without reference to value, but only charges a rate* 
of T2J per cent, or half sawai/ With such a rate he must generally 
either reap no profit at all or a trivial profit. 

205. Another common practice amongst grainlenders is thus des- 
cribed by Dr. Jain : — 4 ‘The moneylenders . . . . . convert the value of 

the loan from kind into coin at the current market price They 

note in their bahis this price and also the amount of corn .... 

'advanced, add to this the interest and receive back the principal and 
interest, again in kind, after converting the cash entry into grain. ”( 36 V 
An example will make the transaction clear. The debtor borrows one* 

■ maund of grain, of which the current market price is Es. 5; the entry 
in the ledger is then one maund at Es. 5. When the time for repay- 
ment comes the amount demanded is grain to the value of Es. 6-4-0 
at harvest price. Supposing that price had fallen to Es. 4, then the (**) 


(**) Indigenous Banking in India, page 68.: 
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creditor will receive 62J seers instead of the 50 seers which he would 
have received had the repayment been made in kind without reference 
’-to value. 

206. Whatever direct profit the creditor may derive from an advance 
*©f grain he will always reap an indirect profit in two ways: — 

(1) Whatever the market price may be when repayment is made, 
he will be able to wait for a rise before he sells. For instance, if in 
•the example given above the price rises once again to Es. 5, he will be 
able to sell the 62 J seers of grain which he recovered at Es. 7-13-0, so 
‘that his profit on the whole transaction is 56 per cent, on his outlay. 

(2) Unless he makes a speciality of lending 'grain for seed, the grain 
-which he will advance to the debtor will usually be of poor quality, 
whilst the quality of the grain which he receives from the debtor will 
Invariably be good. In this, however, there is no fraud. The creditor 
is a grain dealer, and naturally sells the best of his grain in the ordinary 
course of business, so that he will only have relatively poor grain to 
advance as seed. On the other hand, as there is no attempt at grading 

.♦on the village threshing-floor, the grain recovered will be at all events as 
good as any that the cultivator possesses. 

207. Illicit gains in grain transactions . — If at the time of borrow- 
ing grain happens to be dear, then the creditor will often refuse to make 
•an advance in kind at all; he will insist on his client borrowing the money 
and buying the grain, or, which comes to the same thing, that the 

I -transaction be regarded as one in cash and not in kind. Where the 

| client is by force of custom or circumstances compelled to deal with 

“only one moneylender, then he has nq, remedy. He must stand by 
-and watch, whilst the creditor grasps the skirts of happy chance. But 
where, as in Basti, the cultivator is in a position to choose and even 
I change his corn-chandler, he can always go elsewhere. ( 37 ) Elsewhere, 

we are told, there are moneylenders who refuse to receive cash in pay- 
ment for a grain advance; should the debtor not happen to possess 
‘grain, he will have to purchase it, and so make repayment. But the 
‘most common fraud practised in connexion with grain transactions 
consists in manipulating the rate at which advance and repayment are 
^respectively made. If, for instance, the market rate at the time of the 
| advance is 8 seers to the rupee, the mahajan will advance at 7 seers; if 

the rate at repayment is 8 seers, he will demand repayment at 9 seers. 
1 "The margin is said to vary from a quarter of a seer to a seer, rarely even 

i more. This fraud appears to be almost universal. Elsewhere, notably 

C 7 ) In Basti if seems that cultivators make a point of never confining themselves 
to one bisaria (g rain lender). To ensure a steady supply they keep up a connexion 'tvith 
; ] • several of them. Evidence vol. II, p. 187. 
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m the Tara, I and Bhabar, the same result is achieved by using incorrect, 
measures. ( 3S ) 

208. If the debtor fails to repay a grain advance at due date, he is- 
generally allowed a period of grace till the next crop or sometimes for 
a whole year, but the interest is compounded. For instance, if he had. 
borrowed 4 maunds of grain on a sawai basis, making 5 maunds that 
he ought to have repaid, the debt as carried forward will become 5 
maunds plus sawai , or 6J maunds. When the rate is deorha then com- 
pounding is occasionally on a sawai basis, i.e., if the original, debt was- 
4 maunds and 6 maunds with interest, it would after compounding,, 
become 7J. More generally perhaps the grain debt is changed into a* 
cash debt, bearing a fixed rate of interest and secured by a promissory 
note. Very occasionally, if a borrower fails to repay a loan in the same' 
grain, the creditor will allow him to repay in another grain. 

*209. The running account . — As we have seen in an earlier chapter( 39 V 
debtors often maintain a running account with their creditors, consist- 
ing of small sums of cash borrowed from time to time, or credit purchases 
of grain, cloth and other articles. The only record of such transactions-: 
is the creditor’s bahikhata (ledger), in which they are entered as they 
occur. All transactions in kind are reduced to terms of money. The 
account is made up every half year, in IiartikC 40 ) and Baisakh. The;' 
balance, unless paid by the debtor, will be either carried forward 
to a new account or, if large enough, form the object of a regular debt 
secured by a promissory note on a fixed rate of interest. 

210. The account is made up in one of three different ways : — 

(1) The interest on each advance is worked out from the date 
when it was made to the date of repayment, or to the date of closing 
the account. This method, of course, is entirely fair; but only one 
witness mentions it, so it is probably uncommon. 

(2) The account is made up and interest calculated from the date * 
of the first advance to the date of closing the account, after which any 
repayments made during the course of the period are deducted. This 
method is unfair. The result of it is that interest is charged on debt 
that has actually been repaid, from the date of such repayment till the- 
date of closing. 

C 8 ) There are three methods : (a) a vessel called vali with a capacity of 2£ seers 
is used at repayment, but is calculated as 2 seers; ( b ) a certain amount of grain, 
usually half a seer, is put in a handkerchief with the weights, so that the cultivator : 
loses half a seer on every weighment; this fraud is called loop; (c) the local banjaras have 
weights of their own of about 18 chattaks to a seer. The excess is 12 £ per cent. . 
Evidence, vol. II, p. 27. 

( 3a ) Chapter III, para. 99. 

( 40 ) In eastern districts it is Knar. 
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la. both these cases the rate of interest is usually 37 J per cent. — a 
high rate; but from the nature of the transactions the total amount 
actually payable on account of interest is small. 

(3) Interest is charged on the sum total of the advances for the 
whole period, and repayments are subsequently deducted. Prim a facie, 
this method of calculation amounts to sheer robbery, since interest is 
being charged on advances before they were actually made. On the 
•other hand, the rate of interest is usually a relatively low lump rate of 
two annas per rupee ( doanni ) for the whole period, and not a monthly 
rate, which reduces the charge considerably. Indeed, on a loan of 
Es. 100 made for six months the interest would only be Es. 12 J, as 
.■against Es. 18| under either of the other two methods. 

211. Sahuluiri account . — This is another running account peculiar 
to the sahukari system of some of the western districts, where the client 
( asami ) deals with only a single moneylender. We hare two des- 
criptions of the method of keeping this account. The first comes, from 
Agra. Here the sahukar keeps two accounts, for advances in cash and 
grain respectively. The grain is charged on the ordinary sawai 
system. The cash advances carry an interest of 2 per cent, per mensem 
from the date of advance to the date of closing the account. From these 
accounts any repayments that may have been made are deducted; .and 
The sahukar has then the right to buy np the client’s crops up to the 

total sum due, at a rate slightly below the market rate. An example 
•will make this system clear. Let us assume that the debtor has borrowed 
Es. 50 at the beginning of the period of six months, of which he has 
’ repaid Es. 20 during the period, and that he has.- also borrowed 4 maunds 
of grain at Es. 5 a maund. When the account is made up he will then 
owe (1) on the cash account Es. 50 plus Es. 6 interest minus Es. 20, 
or Es. 36; (2) on the grain account, Es. 25 worth of grain* He 
will thus be entitled to obtain from the debtor’s crops grain to the value 
of Es. 61. Let us further assume, for simplicity’s sake, that he takes 
The whole amount in one type of grain, of which the market price is 
Es. 4 a maund or 10 seers to the rupee. He will then receive in pay- 
ment of his full dues 104 x 61 seers, or in round figures 16 maunds of 
•grain, worth at the market price Es. 64. His total profit at the time 
of repayment will then be Es. 14 or 28 per cent., whilst if he waits for 
.a higher price of, say, Es. 5, his profit will become Es. 30 or 60 per 
'Cent. The figures speak for themselves. 

212. The second method comes from Aligarh, and is somewhat 
j-more complicated. Only one account is kept for all borrowings, whether 
in cash or kind. Advances in kind are shown at a cash value, which in 
tihe case of grain is calculated at the highest rate ruling during the 
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period of the account. The sahukar defends this on the ground that 
he could have sold at that price if he had not lent the grain.- At the 
end of six Months the account is made up and interest calculated at the 
doanni rate. Thereafter any repayments made during the period are 
deducted. On the other hand, if the debtor wishes to repay wholly or 
partly in grain, then in addition to the interest calculated as above 
he must pay an additional sum of interest of one anna per rupee cal- 
culated on the value of the grain, which grain is taken over 'at one seer 
below the market rate. Further, if at the time of borrowing grain is 
cheap, then it is divorced from the general account and lent separately on 
sawai , being both advanced and repaid at rates which give the debtor a 
loss of one seer per rupee. In this case, too, an example may be given. 
The assumptions are the same as in the example given above. The 
debtor has borrowed Es. 50 in cash (of which he has repaid Rs. 20) and 
4 maunds in grain, which is valued at the highest market rate of 
Es. 5-8-0 a maund. The account when made up will then be Es. 50 
plus Es. 22 (principal) plus Es. 9 (interest) minus Es. 20, or Es. 61. 
This as it stands gives him a benefit of Es. 11 or 22 per cent. Let us 

next suppose that the debtor desires to repay Es. 30 worth of his debt 

in one kind of grain, which at the time is being sold at 10 seers to 

the rupee. The creditor will take it over at 11 seers to 

the rupee, thus obtaining 81 maunds. He will also charge one anna in 
the rupee extra on Es. 30 or Es. 1-14-0. The creditor will thus obtain 
Es. 31 plus Es. 1-14-0 in cash and 8J maunds in grain, which at the 
time of repayment will be worth Es. 33, making in all Es. 65-14-0, — a 
profit of Es. 15-14-0 or 31*7 per cent. Further, if he waits till the price 
of that grain has risen to Es. 5, his profits will amount to Es. 24-2-0 or 
48*2 per cent. Here again the figures speak for themselves. 

213 v In the sahukari system the only record of debt is the money- 
lender’s bahikhata. It appears, however, that they are particularly care- 
ful in making up their accounts. The procedure is as follows. On a 
fixed date after each harvest the sahukar assembles his clients and reads 
to each in turn the details of his account, both for sums advanced and the 
sums received during the past six months. The client is asked to corro- 
borate each entry; which done, the price of payments in kind made by 
.the cultivator is determined, and interest calculated. The balance is 
then struck, and the client is told what more remains to be paid. If 
he pays that balance he is given a receipt. This process is carried on in 
the presence of a number of other clients, and is generally regarded as 
entirely satisfactory and honest. 

2-14. Individual loans . — The advances in these running accounts 
.are generally small; few individual figures exceed Es. 30. If the sinn is 
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larger than this, it is usual to make a separate transaction of it. Up 
to Es. 99 a promissory note or an unregistered bond is executed. An 
advance of Es. 100 or over often forms the subject of a registered bond. 
The rates of interest in all these cases vary from one to two pice per 
rupee per mensem (i.e., from 18f to 37J per cent, per annum); but 
far the most common rate in all parts of the province is 2 per cent, 
per mensem. Promissory notes are renewed every three years,, 
since that is the statutory period of limitation. Whether a bond! 
is similarly renewed at intervals or not depends on whether it 
mentions a period of repayment. If it does, then renewal will! 
be necessary at or near the end of that period. For larger sums 
still a mortgage-deed is usually executed. If a mortgage-deed is without 
possession, the rate of interest will vary, according to the security and 
the general standing of the debtor, from as little as 6 to 18| per cent.;: 
12 per cent, is the most common figure. If it is a usufructuary mort- 
gage, then there is no rate of interest, as the usufruct takes its place. 

215. In all these cases it is usual to compound interest at intervals; 
the rest is usually half-yearly, less often yearly and (very occasionally) 
on the renewal of the deed. 

216. When a debt secured in one method has grown by the accu- 
mulation of interest to an extent which the creditor regards as unsafe, ho 
will invariably demand that it should be replaced by some better form of 
document. Thus accumulated debt, of which the sole record is a ledger 
entry will be consolidated in a promissory note or bond. Debt secured by 
a promissory note or bond may become in time the object of a mortgage- 

f deed. When debt secured by a mortgage-deed has accumulated to an 

excessive figure, then the only solution is sale. On this subject, how- 
ever, nothing more need be said, as the matter of mortgages has been 
fully discussed above. 

217. Other forms of loan . — A qistbandi loan is usually secured by a 
special bond of its own ( tamassuk qistbandi(‘ n ) as well as by an entry 
in the qistia’s ledger. The interest is, of course, included in the instal- 
ment. The first payment is sometimes taken when the loan is made-,, 
so that the debtor actually receives only Es. 9 in cash. If payment of 
an instalment is delayed, a penalty of an anna or two is usually exacted: 
for each month in default. The pawnbroker usually advances up to- 
half the value of the ornaments pawned if they are silver, and three- 
quarters of that value if they are gold. The most common rate of 

A interest is one pice per rupee (18f per cent.). The rates of interest 

i A' ^ ^ Fo L aG fxayijsle of this document see L. C. Jain, Indigenous Banking in? 

; India, pages 64 and 65. J 
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jharged by the Kabuli or Harhia vary, but are always exorbitant. They 
are seldom below one anna per rupee per month, and occasionally go* 
as high as 4 annas per rupee per month (75 to 300 per cent, per annum). 
The sums advanced, however, are usually small, and so long as the 
usurer gets his interest he is generally indifferent about the punctual 
payment of his principal; the longer he can keep Iris unfortunate client 
in his clutches, the greater the profit he can make out of him. 

218. Additional charges at the execution of a deed or repayment of 
a loan. — It is usual whenever* a deed of any kind is drawn up to charge 
the debtor with certain expenses incidental to the execution. These 
include in every case the cost of the stamp and the writer’s fee; others 
which may or may not arise are the fee for registration, a fee to the 
patwari for examining his records, and to the witnesses for identification. 
These charges cannot be regarded as illegitimate; somebody has to pay 
them, and the obvious person is the borrower who is primarily benefited 
by the transaction. Other fees, however, which go direct into the 
pocket of the moneylender are totally unjustifiable. Many of them 
have names of their own. There is, for instance, the ganth khuiai 
which is common in some parts of the hills. The amount is between 2 
and 6J per cent. Others are gaddi khareh found in the neighbourhood of 
Allahabad; the katauti of Muzaffarnagar (6 pies in the rupee); the batta- 
wan of Allahabad which may be as much as 20 to 25 per cent.; the 
tipawan of Sitapur (1 or 2 per cent.); the salami of Gorakhpur (10 per 
cent.); the paharwa of Basti (5 per cent.); the Tchudai patai of the 
trans-Sarda. tracts (5 per cent.) and the daftar khareh of Ghazipur, 
which is, as its name implies, a contribution to the office expenses of the 
money-lender. C 12 ) Many of these charges are said to be moribund; they 
certainly would be better dead. Some sort of commission or discount, 
however, is prevalent in many places, which may be as small as 1 
per cent, and as large as 10 per cent.; generally speaking, the larger 
the loan the larger the discount. In one or two places it takes the 
shape of grain even if the advance is in cash. In Sitapur, for instance, 
2-J seers is charged for every cash advance, in Gorakhpur the debtor 
makes his moneylender presents of gur or ghi. In JhansI he has to 
provide him with the use of his cart free, and supply him with fodder, 
milk and ghi below market rates. In Partabgarh and Kheri again there 
is a payment called oop, of 2 seers, of grain in addition to interest. 

(**) The meaning of the other terms is as follows : — “ Ganth khuiai' ’-—-untying^ the 
knot (in the loin cloth where money is kept); so, opening the purse. . “ Gaddi khareh ” — 
expenses of the divan (on which the moneylender sits at his "business). “ Katauti, 
and “battawan” both mean discount. “Tipawan? or tapawan means libation or offering- 
thus suggesting a religious origin. « Salami” is a present on introduction, an introduc- 
tory fee. “ Paharwa” is of uncertain meaning— -possibly connected with pUrana to 
return; Khudai patai ” means digging up and levelling,— i.e. of the hole where there 
money is hoarded. 
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Curiously' "enough we hear little of any charges for charity, such as are 
common when selling grain in a market. They are mentioned in only 
two places, Lucknow (dharmada) and Ghazipur (cgoshala). 

219. Illicit charges of this kind appear uncommon on the repay- 
ment of a loan; in fact the only instance mentioned comes from Allah- 
abad. Here we are told that when a debtor is repaying a loan, the 
creditor demands from him three gifts known as Ganeshi ka pao , 
mahajani pao and barkat (blessing). The pao is one-quarter of a seer, 
but by the market measures is equal to three-quarters. For the God 
Ganesh it is paid once, but for the mahajan it is paid once for every four 
rupees’ worth of grain. The 4 ‘blessing” costs half a seer, which is prob- 
ably as much as it is worth. Thus if the transaction is worth Es. 40, the 
mahajan will get in all 8| seers free. 

On the other hand, it is quite common for a creditor to reward a 
debtor for punctual payment by a reduction in the amount of interest 
( chlud ). The amount of the reduction varies, but is sometimes as much 
as 50 per cent, of the interest charged. 

220. Illicit practices — Two practices are found amongst money- 
lenders, which are not only illegal but highly dangerous. The first con- 
sists in causing the debtor to execute a deed for an amount much larger 
than that lent ; the other in causing him to place his thumb mark or sig- 
nature on a blank deed form, which the creditor retains and can subse- , 
■quently fill up for such amount and in such manner as he chooses. One 
object of these practices is to ensure that should a lawsuit ever become 
necessary, the amount of the decree wall suffice to cover all the creditor’s 
legal expenses, and also make up for the loss of interest which he is 
certain to suffer as the result of the reduction of the rate by the court. 
But the principal object is to keep the debtor completely under the control 
of the creditor. For if he proves unpunctual in payment or recalcitrant 
in any way, the creditor can then sue him for an amount much larger 
than that which he actually borrowed ; and it will generally be quite im- 
possible for the debtor to prove that the document is false. It is said 
indeed that these documents are rarely, if ever, used, being merely held in 
terrorem over the debtor’s head; and that the debtor will always be per- 
mitted to repay the amount which he actually borrowed, whatever amount 
may have been entered in a deed. There is little reason for doubting 
that this is true . Nevertheless, such documents cannot be too strongly 
condemned. ( 43 ) Another common practice of moneylenders is to refuse 
to accept ’repayment in instalments; they insist that repayment should 

( 43 ) A variation of this practice is to cause the debtor to give a “receipt for a sum 
larger than the amount actually borrowed, ; Similarly, if it becomes necessary to 
renew an existing bend and the creditor lias reason to fear contumacy on the part cf 
$he debtor, the new bond is. frequently much in excels of the amount really due. 
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be in one lump sum. This practice, though not illegal, is undesirable. 
Few debtors can find the money for full repayment, unless indeed they 
borrow from a second moneylender with that object; and consequently 
they remain permanently in the power of the creditor. Finally, 
it is often said that moneylenders keep false accounts and 
manipulate interest charges to the detriment of their clients; and our 
witnesses occasionally, though in a very vague way, subscribe to this 
charge. Of this we have no proof whatever; and the income-tax officers, 
who have given evidence before us and certainly should know whether 
the charge can be maintained, are entirely silent on the subject. Indeed, 
they affirm that no moneylender would ever object to showing a client 
his account if he wished to inspect it. No doubt mistakes occasionally 
occur, but as the statement of account reproduced in a preceding chap- 
ter ( 44 ) shows, those mistakes are not always in favour of the moneylender. 
As for manipulation of interest charges, actual cases are occasionally 
quoted in our evidence which undoubtedly suggest it, but the practice is 
probably uncommon. The legitimate profit which a moneylender can 
make is large enough to make such manipulation generally unnecessary. 

221. Relations between agricultural debtor and creditor , — The 
relations between the peasant and his mahajan are usually stated' in terms 
which suggest that the former is a helpless and ignorant fool in the 
clutches of a powerful and unscrupulous knave. But “general notions 
are generally wrong;” and this notion requires no little modification. 
The moneylender is much less of a knave than is commonly supposed, 
and the peasant not so much of a fool. There is indeed one type of 
moneylender whose operations are peculiarly dangerous to the cultivator, 
namely, the man who lends money not merely as an investment but as 
a means of ultimately acquiring his debtor’s land. Such usurers are 
usually Wholly devoid of conscience and even dishonest in their dealings. 
They are to be found mainly amongst those agriculturists who desire to 
extend their holdings or amongst the big professional moneylenders who 
are ambitious of becoming landed magnates. The majority of money- 
lenders are men to whom moneylending is a business, out of which they 
must, as the Agricultural Commission remind us, earn their liveli- 
hood. ( 45 ) All their transactions are governed by business principles. 
The moneylender must provide, as fcr as he can, safeguards against the 
risks which he runs, and therefore his rates of interest must vary partly 
with the amount of the loan, partly with the nature of the security on 
which it rests. The security of the small bania is ultimately a second 
call on his client’s crop, or even a third call, if a co-operative society 

C 4 ) Chapter III, para. 99. 

( 4S ) Agricultural Commission’s report, page 431. 
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exists f but if the monsoon fail or a plague of locusts attack the village, 
there will be no crop and he must wait for his money. In such circum- 
stances it is scarcely surprising that he manipulates the rates at which he 
lends grain so as to benefit himself, and reduces his chance of loss by 
petty exactions in the nature of discount. So, too, with the bigger money- 
lender, mahajcm or sahukar or sarraf. If lie be asked to lend Es. 500 on 
a first mortgage of land worth Es. *2,000, his rate of interest will probably 
be 6 to 9 per cent, and compare favourably with that of a joint-stock' 
bank. If he be asked to lend Es. 1,500 on the same mortgage or to lend 
Es. 500 on the security of movable property, such as ornaments or 
cattle, then his rate of interest would probably be between 12 and 18 per 
cent. If he knows the borrower to be reliable and relatively free from 
debt, he will probably be willing to give him a loan on nothing better 
than a promissory note at 20 to *24 per cent. In short, as the amount 
of the loan rises or the value of the security falls, so will the rate of in- 
terest rise, until the stock figure of 37.J per cent, is reached, or the 44 per 
cent, of the qistbandi system, — figures which imply an almost' complete 
absence of any security save the borrower's personal reliability. Nor are 
these the only factors of which a moneylender must take account. He 
must in the first place consider the probable circumstances should it be- 
come necessary to sue his debtor. He knows that in such a contingency 
there are many devices by which the debtor can defeat his claim, and 
he knows too that the debtor, with the assistance of his friends and rela- 
tions will use them all, from the dilatory application for adjournment 
to the insolvency application. He knows that with certain types* 
of debtor he has little chance of ever seeing his principal again, and 
will be lucky if his interest is regularly paid. In such circumstances, 
such devices as the compounding of interest and the execution of a bond 
for double the amount due become intelligible. Other more general 
elements enter into his calculations. For instance, though his debtor’s* 
financial position may have been sound enough when he first gave him 
the loan, that position may since have deteriorated; or he may have 
learnt of a better investment for his money; or it may be that the 
moneylender from whom he himself has raised a loan is pressing him for 
repayment. In all these circumstances he will find himself compelled 
to put pressure on his own debtor, either to repay or to accept a renewal 
of his old debt on less advantageous terms. The following 
example, which is vouched for by one of our most important witnesses, 
shows the working of these various factors in the moneylender’s calcula- 
tions. c< A land-owner of some wealth got into difficulties and proceed- 
ed to borrow large sums of money. He mortgaged his property in the 
first instance to the bank for 6 per cent, and then obtained money on 
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.pionoi.es at 12 pei cent, from - ordinary .moneylenders , As his position be-. ; /:. : 
came worse— a fact which was well known— the rates of interest steadi- 
ly rose till they reached 24 per cent. , while moreover the moneylenders 
in the later stages of the proceedings executed bonds for twice the amount 
which they had loaned. The final stage of the proceedings was that the 
land-ownei raised money on. second and third mortgages of his property. 
Needless to say , in the end the usurers did not recover any sum approach- 
ing the loans originally made by them or their interests . ’ ’ Remembering 
all these facts, we find it difficult to brand the whole class of village 
moneylenders as unscrupulous usurers. And, indeed, there are many 
moneylenders who display in their relations w r ith their debtors not only 
leniency but generosity. There are many landlords who lend both money 
and grain to their tenants on their personal security, on terms as favour- 
able as would be granted to the landlords themselves on the security of a 
land mortgage. Other agriculturist moneylenders, both landlords and 
tenants, show similar generosity not only to their own relatives, but to 
their fellow castemen. One of our witnesses, who had made special in- 
quiries into moneylender’s malpractices in a particular village, states that 
in respect of a total debt of Es. 95,000 there were in all only three com- 
plaints. The first was that a single instalment of money repaid had not 
been entered up in the moneylender’s account; the second was a general 
complaint against the compounding of interest, which, it may be noted, 
only took place on the renewal of the bond instead of half-yearly or 
yearly as is the usual practice. The third was that of a Rajput who, 
having borrowed six rupees was made to execute' a bond for sixteen 
rupees with interest at 48 per cent., and thought he was hardly treated 
when, on repaying the sum three days foter, he had to pay 11 a^nas in- 
terest, — forgetting that this miserable little transaction had giveu the 
moneyleader as much trouble and work as if the sum involved had been 
Es. 600 instead of six rupees. For the rest, this witness reports that 
most of the moneylenders concerned are very liberal in their dealings 
with their clients, whilst one- had the reputation of never having filed a 
suit against any client. “ The chief evil in a moneylender’s credit is not 
his high rate of interest or the falsification of books, which is practised 
by a minority of the class, but the fact that he grants loans for unprofit- 
able as well as profitable objects and in amounts in excess of a borrower’s 
means, and does not insist on prompt repayment on a good harvest. His 
ambition naturally is to see his money well invested and to live on the 
interest.”! 46 ) This statement from a well-known authority .we regard as 
a fair description it the village moneylender and his methods. 

( 46 ) Paper by Mr. S. Strickland, i.c.t?., (retired) read before the Past India 
Association on March 1S ; 19K0 {Pioneer of April 12, 1930). 
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222. So much for the alleged knavery of the moneylender. As for the- 
ordinary peasant, he knows exactly where he stands with his mahajan; 
by dealing with him he secures three advantages which no other credit 
agency offers him. Firstly , the mahajan will lend him within reason as- 
much money as he wants without making troublesome inquiries into his- 
.financial position; secondly , he; will pay him the money when he wants 
it without delay; thirdly, he wall not press for repayment if he knows 
repayment to be temporarily inconvenient. These are privileges which 
the rural debtor appreciates, which he will not readily jeopardize and for 
which he is quite prepared to pay. Accordingly, he does not antagonize* 
his mahajan by injudicious objections to his business methods, and sub- 
mits to his petty exactions as the price of his goodwill. Especially he is- 
careful, whenever circumstances permit, to be prompt and punctual with 
his payments, for thus alone can he retain his favour. In a word, the 
peasant knows perfectly w r ell that he cannot do without the moneylender 
and acts accordingly, and the relations between the two are far more- 
cordial than are usually supposed. 

223. Taqavi . — The Land Improvement Loans Act of 1883 and 
the Agriculturists’ Loans Act of 1884 empower local governments to 
advance loans to agriculturists from State funds and to frame rules 
governing the issue of such loans. The generic name for such advances 
is taqavi . Short-term taqavi is granted under the Agriculturists’ Loans 
Act for productive purposes, generally for purchase of seed and cattle, 
and is recoverable from the produce of the harvest for which it is 
given. The security in such cases is ordinarily the joint personal 
security of a number of cultivators of the same village grouped together 
for the purpose ( zangirabandi ). Long-term taqavi is granted under the 
Land Improvement Loans Act to finance permanent improvements, such 
as the sinking of masonry wells, or the erecting of embankments. These 
loans are repayable .by instalments spread over a number of years, and 
are usually secured on landed property. 

224. The demand for loans for permanent improvement is limited, 
and applications for this purpose are rarely refused, provided the 
security is satisfactory.' The demand for loans for seed and bullocks 
varies greatly; in ordinary years its extent is small, but in years of 
adversity it is almost unlimited. Taqavi then forms a valuable adjunct 
to private sources of credit, especially as these have a tendency to dry 
up at such times. 

225. And there is no doubt that the liberal and carefully regulated 
distributions of taqavi that take place, whenever a calamity occurs, are- 
much appreciated. Nevertheless, it is true that in ordinary times the 
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cultivator much prefers to borrow from the professional moneylender 
than from the government, in spite of the much higher rate of interest 
that the former charges. This is due, not to any defect in file Acts 
themselves, but to the manner in which they have been worked, a 
matter regarding which we have received a mass of criticisms, which 
can be summarized thus. * 

226. Preliminary inquiries . — Distribution is preceded by pre- 
liminary inquiries to ascertain the nature of the security and the extent 
of credit required. These are made by the lower revenue staff, pat- 
waris and qanungos, and too much reliance is placed upon their recom- 
mendations. These, it is said, bear little relation to facts: it is not 
the poor man’s case which is recommended, but that of the patwari’s 
friend or relative. ( 47 ) The result is that taqavi goes- not to the man who 
really needs it, but to the man who possesses or purchases the patwari’s 
goodwill. 

227. Delay in distribution . — Even when special arrangements 
have been made, as in times of calamity, to multiply distributing centres, 
they are few and far between, and the peasant must waste precious 
time on the road, which is rarely less than one day in each direction, 
and often a great deal more. In the hills, for instance, it may be as 
much as a week in going and another in returning, Eurther, he has 
generally to wait a day or two before his name is called, and he 
receives his money. The expenses which he thus incurs considerably 
reduces the benefit accruing from the low rate of interest which is 
charged for a taqavi loan. And if by chance he fails ultimately to secure 
a loan he not only loses both his time and his money, but must apply, 
belatedly, to his usual moneylender, who, resenting his client’s attempt 
to borrow from another than himself, will not fail to exploit his neces- 
sity to” the utmost. 

Eurther, taqavi in any large quantity is seldom distributed till the 
last possible moment, so late that it loses much of its value. A loan 
for the purchase of seed is useless once the time for sowing is past: 
it will be taken, no doubt, but it will be applied to some other purpose. 
And even if there is still time to sow, yet distribution will still, as a 
rule, be so belated that good seed is scarcely procurable. In distri- 
butions of taqavi the old saw is of special force , — “bis dat, qui cito 
dat ” — , he gives twice, who gives quickly. 


( 4T ) A story is told that during a large distribution of taqavi some few years ago, 
the recipients included the patwari’s parrot and his pony. The story is so good that 
it ought to be true. 



228. Amount . — The amount allotted generally falls' short not only 
of the •demand (which may be exaggerated), but of the need. Yet, 
surely it is useless to give a tenant Es. 10 for seed who needs Es. 50. 
The loan will be accepted, because every little helps; but it will certainly 
he misapplied. 

229. Collection . — The methods of collection are freely described as 
unduly rigid and oppressive. In theory a taqavi loan is repayable in 
one sum at harvest time, but in practice repayment is rarely demanded 
till after the claims of both mahajan and landlord have been satisfied; 
both, being on the spot, can and do see to it that no other claim takes 
precedence of theirs. And so, when the debtor is called on to repay, his 
cash is usually exhausted; and since lio knows that no grace will be 
given to him, he must either borrow from a mahajan to pay government 
or he must sell a part of his property. But his assets are limited — his 
land, a pair of bullocks, an unsaleable house, the clothes he stands up 
in, seed for the next crop, a few agricultural implements, a stock of 
home-grown food and the utensils in which to cook it. The method 
of collecting taqavi in short defeats its very object, and brings little less 
misery in its train than the usurer’s methods. Again, each successive 
crop carries its own debt, and if one fails, the next carries a double 
burden; and only if it is a bumper crop can it do so adequately. 
In other words, a cultivator can rarely cover one failure by less than 
two consecutive successes, and accordingly requires more time for repay- 
ment than the taqavi rules allow him. 

230. Corruption . — These are the chief complaints which arise out 
of the working of the Acts; but there are others, no less serious, which 
are external to it. The first of these complaints relates to the corrupt 
practices prevalent amongst the lower staff, alike at distribution and 
collection. One fee is demanded before an application is recommended, 
another when the security is verified, a third when the loan is actually 
paid. And the fees are said to be high, — as much as 10 per cent, on 
payment, as much as 37J- per cent, on verification. On collection, too, 
the siyaha-navis (accountant) and the treasurer at the tahsil must 
receive nazrana , which is usually one per cent., with a minimum of 
Es. 2. But if repayment is delayed, the cost is. greater still. The 
peon who serves the notice, the a-min who executes the warrant of 
distraint must be both fee’d and fed. No amount of vigilance by higher 
officers has yet succeeded in stopping such malpractices, with the result 
that the effective cost of a taqavi loan has been estimated at not less 
than 25 per cent. 

231. Mahajan versus government . — There are other minor com- 
plaints relating to such matters as the nature of the security and the com- 
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plexity of the accounts; but enough has now been said to show that 
though public opinion may approve of the general principle of * taqavi 
loans, it strongly disapproves of the methods in which these are both 
distributed and collected. It is not surprising, therefore, to read of 
villages which have foresworn taqavi altogether after a single experi- 
ence, or to hear that most peasants prefer the methods of the mahajan 
to those of government. For he is much more accommodating in the 
matter of distribution, much less rigorous in the matter of collection, 
and, after taking into account the numerous exactions which accom- 
pany the grant of a taqavi loan, he is also scarcely more expensive. 

282. Volume of agricultural credit . — We have estimated the total 
.debt at 124 crores. Of this some 70 crores represents long-term invest- 
ment in mortgages. Money is required annually to finance an average 
of 5-1 crores of fresh mortgage debt, but it is safe to assume that this 
figure is covered in ordinary years by money obtained from the re- 
demption of old mortgages; so that the provincial mortgage debt may 
fie regarded as financing itself — all the more so since the payments of 
interest on such debt are available to form fresh capital and finance fresh 
advances. Excluding mortgage debt, the debt amounts to 54 crores. 
Of this 54 crores some 20 per cent.( 4S ) represents advances in kind, — 
.a figure of 11 crores; the balance of 43 crores is cash. On the basis 
»of the observed distribution between the various classes of moneylenders 
a sum of Es. 3,94,00,000 is the amount of debt outstanding to the credit 
of government and the co-operative credit societies.! 19 ) This leaves 
.a sum of Es. 39,06,00,000 which has been advanced by the professional 
moneylenders, landlords and tenants, divisible between these as fol- 


lows : — 



Rs. 

Professional moneylenders 

15,62,00,000 

Tenants ... ... 

17,36,00.000 

Landlords 

6,08,00,000 


The amount of credit required, therefore, to finance agricultural debt, 
-apart from advances in kind and advances made by government and 
= co-operative credit societies, is just over 39 crores. 


233. We have been supplied, by the courtesy of the Income-tax 
officers with an estimate of the capital available in the hands of the 


C ,,s ) See para. 181. 

p ,J ) So far as can be ascertained without a detailed examination,, of the taqavi 
accounts, the sum outstanding at the time when our statistics were taken was about 110 
lakhs. On the percentages mentioned the figure would be about 108 lakhs— a small 
point which supports our estimate. . * 


( 122 } 

rural and urban moneylenders. The figure for rural moneylenders is- 
785 tekhs. To this, however, must be added certain other sums. 

(1) The town moneylender invests freely in rural areas. We 
estimate the credit thus supplied at 2J crores (apart, of course, from, 
his mortgage transactions referred to above). 

(2) A very large proportion of all rural moneylenders have incomes- 
below the taxable limit, whose transactions do not come within the- 
purview of the Income-tax department. It is necessary, therefore, 
to estimate the capital of such moneylenders. In this w r e were- 
assisted by Eao Bahadur Lachhman Sita Earn Kher, Assistant- 
Income-tax Commissioner, who examined old returns of the* 
time when the income-tax limit was Es. 1,000 in place of the present' 
figure of Es. 2,000. As a result of his investigations he has given us, 
as an estimate of the capital belonging to moneylenders with incomes- 
between these two figures, a sum of 4f crores. For the numerous 
moneylenders whose incomes are below Es. 1,000 we estimate a fur- 
ther sum of 5 crores, making in all 19,90 lakhs, or a round figure of 
Es. 20 crores. 

234. It is necessary at this stage to point to two factors which- 
modify the Income-tax department’s principal estimate of 765 lakhs. 

(1) The estimate of capital is calculated on the basis of the interest' 
actually recorded. This method involves a certain amount of dupli- 
cation. If A lends Es. 1,000 to B at 6 per cent., and B subsequently 
lends the same sum to C at 9 per cent., then the interest recorded for 
purposes of income-tax will be Es. 60 in the case of A and Es. 30 V 
(Es. 90 minus 60) in the case of B. The capital calculated on this basis- 
will amount to Es. 1,500,. though the sum actually in existence is only 
Es. 1,000. To the extent, therefore, that money is borrowed to be- 
re-lent, the estimate of capital is exaggerated. 

(2) Interest is recorded for the purposes of income-tax only if it 
has actually been paid. It is, however, well known that interest on 
agricultural debt often remains unpaid, with the result that the cor- 
responding capital has not beei^ taken into account and that the In- 
come-tax department’s estimate is to that extent too small. In a year- 
such as the present there can be little doubt that the former cause of 
error is outweighed by the latter; and we accordingly feel no hesi- 
tation in increasing the figure of 765 lakhs by half a crore on balance. 
Accordingly f the total sum of professional credit may be taken at 20 J 
crores in cash; to which must be added a sum of approximately 
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crores on account of fresh .mortgages and 550 lakhs in kind, mostly 
grain. ( 50 ) 

235. So far as capital available to amateur moneylenders, viz., 
landlords and tenants is concerned, we have no means of framing an 
estimate. It is, however, obvious that the capital available to them 
must be at least equal to the amount of the outstanding debt, viz., 
1696 lakhs or round 17 crores in the case of landlords, and 550- 
lakhs in the case of tenants. The margin between capital 
and debt in the case of these moneylenders is not likely to be as large 
as we have found it to be in the case of their professional brethren 
(2050 lakhs ■minus 1522 lakhs which gives a margin of roughly 35 per 
cent.). We are inclined to put the margin at 10 per cent, in the case 
of landlords and 5 per cent, in the case of tenants, making a total of 
2 crores. To this must be added capital in the shape of grain to the 
extent of 550 lakhs, of which 1| crores belong to the tenants and 4J 
crores to the landlords. 

236. The volume of credit may now be summarized thus : — 

1. Professional moneylenders ... ... ... 26 crores. 

2. Landlords and tenants ... ... ... 25 ,, 

3. Government and co-operative credit societies ... 4 ,, 

4. Grain ... ... ... ... ... 11 ,, 

In short, a total debt of 124 crores is financed by active capital of 
66 crores, to which must be added permanently invested capital to the 
extent of 70 crores. Or, in other words, the total capital invested is 
124 crores, with a margin of 12 crores, or nearly 10 per cent, of the 
invested sum. It has to be remembered, however, that the debt at 
the present moment is unusually high, that in ordinary times it pro- 
bably do^s not exceed 110 crores, and that the normal margin of capital 
over debt would then be 26 crores or nearly 24 per cent. 

C. — Effects of indebtedness. 

237. Effect of agricultural indebtedness on transfers of pro- 
perty . — Since land is the only security available to rural borrowers, 
it is inevitable that their indebtedness should result in the transfer of 
large areas of land, and that such transfers should usually be from 
the agriculturist to the non-agriculturist. The process is commonly 
regarded as deplorable, not only because it involves the degradation of 
the landlord to the position of a mere tenant, but because the substi- 
tution for a hereditary cultivator of a mere receiver of rents, — a man 
who does not himself cultivate or know anything about cultivation — 
is likely to result in impairing the fertility of the land. Such a man,. 

( 50 ) Transactions in grain have been omitted from the Income-tax department’s- 
estimate. The “interest” on snch transactions is regarded as a part of commercial 
profits, which the income-tax officers did not take into account in framing the estimates- 
Yet another cause may be mentioned that vitiates these figures, namely that the full- 
income is not always returned. 
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it Is said, will never spend any money on land improvement. He will 
regard* the purchase of land as he would any other investment. His 
only object will be to make money out of his tenants, as much as he 
■can and as fast as lie can. Jt is impossible, however, to accept this 
reasoning without much modification. The landlord, who is dispos- 
sessed generally belongs to one of the higher castes whose degradation 
is due entirely to his own extravagance, and deserves little sympathy 
on that account. He is always himself a poor cultivator, and as often 
as not a bad landlord. The non-agriculturist purchaser could scarcely 
be a worse, and in practice is very often a much better landlord. 
Being a business man, he knows that there are industries in which 
.a larger profit can only be obtained by enlarging expenditure; and he 
quickly learns, if he does not already know it, that agriculture is one 
of those industries. The Khattri or the Rastogi is in fact much more 
likely to spend money on the improvement of their land than the 
Rajput or Muslim, whom they have replaced; indeed, as they are apt 
to regard their land rather as a hobby than as a source of income, 
they are likely even to spend extravagantly, as a man will on his 
hobby. Nor is it necessarily true that a non-agriculturist landlord 
bullies his tenants. Those who attempt it usually learn that three or 
four stiff-necked occupancy tenants can make things very unpleasant 
for their landlord, and will not hesitate to do so if they are given 
sufficient provocation. The landlord, having the longer purse, may 
win in the end, but the struggle will not leave him unscathed. More- 
over, in India as in England, the city man who becomes a landowner 
usually prefers to play the benevolent squire, and is at least as likely 
to display leniency with his tenants as severity. 

238. Nevertheless, the expropriation of a hereditary cultivating 
•class by non-agriculturists is not a matter which can be regarded with 
indifference; and it is necessary for us to consider to what extent agri- 
cultural indebtedness has resulted in such transfers. On this matter 
our evidence is neither decisive nor unanimous. A majority of wit- 
nesses assert that such transfers are increasing, but an appreciable 
minority deny it, whilst few give any facts and none give any figures 
in support of their views. And, indeed, figures bearing on this matter 
are not easy to come by. Rent-rate and settlement reports generally 
contain tabular statements comparing the distribution of the land 
•amongst proprietors by caste at the last and the previous settlement. 
We have examined a number of these, but they are apt to be mis- 
leading. They show the state of affairs at the beginning and end res- 
pectively of a long period, never less than thirty years, and in recent 
settlements sometimes as long as forty or even fifty years. All that 
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it is possible to deduce from such figures is that certain caste$ have- 
gained and others have lost land during that period; but there is 
nothing to suggest the circumstances in which, or the particular dates 
at which, the transfers took place. The figures, for instance, may re- 
present a few large, or many small, transactions. The transfers may 
belong almost entirely to the earlier part of the period, when they 
cease to be of any present importance ; or they may belong almost en- 
tirely to a later part, when their importance is intensified. 

239. The results of our examination of such figures can be very 
briefly summarised. We have examined some thirty rent-rate reports* 
relating to five settlements that have recently been completed, namely 
Unao, Budaun, Partabgarh, Lucknow and Agra, and also the figures 
of the Eae Bareli settlement, which are reproduced in the evidence. ( 5 9’ 
After some adjustment of the figures (which have been shown in 
different ways in different reports), the principal results are as fol- 
lows : — ( 52 ) 


Rajputs 

Muslims 

Brahmans 

Other agriculturists 

Non-agriculturists 


Acres. 
—262, GOO 
— 54, COO 
+153,000 
+26,000 
+107,000 


240. The general conclusion emerging from these figures is that 

whilst Rajputs and Muhammadans have lost heavily, the consequent 
gains have not all gone to the non -agriculturist classes. Indeed, by 
far the largest gainers are the Brahmans, whilst other agriculturists, 
(which in these particular districts mean principally Kurmis, Ahirs,. 
Ahars and Jats), have also made considerable acquisitions. And, it can. 
safely be asserted that of all these transfers by far the greater part 
was the direct" result of indebtedness; and that the new landowners,, 
whether Brahman, Kurmi, Jat or Vaish, are the moneylenders to 
whom that debt was due. ■ ' 

241. By the courtesy of the Revenue department we have also 
had access to figures collected in 1926-27 which show transfers of land. 


( 51 ) Evidence, voi. Ill, p. 198. The rent-rate reports though numerous did 
not cover the five districts entirely. 

( 52 ) The difference between gains and losses is due (a) to the omission of Govern- 
ment land in which there was a considerable increase as a result mainly of the building, 
of the Sarda Canal, (b) to minor differences resulting from resurvey. It may also be* 
mentioned that the Muslim loss is reduced by crediting to this head all lands shown; 
as waqf. 
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a,s between certain social classes during the period 1315 to 1333 F , cor- 
responding to 1907-08 to 1925-26 A.D. The castes and classes for 
which figures were then taken out are as follows: — 

(1) Agricultural — (a) Ahars and Ahirs, (b ) ‘ Bishnois, (c) Rajputs, 
■(d) Girjars, (e) Jats (/) Ivurmis , (g) Tagas, (h) Muslims. 

(2) N on-agricultural — (a) Goshains, ( b ) Kalwars, (c) Mahajans,— 
Banias, Sadhs, Marwaris and Ekndus. 

(3) Doubtful — (a) Bhuinhars and Brahmans, (b) Kayasthas, (c) 
Khattris. 

The classification is curious, and for our own purposes we have 
made some modifications. 

(1) Tagas like Bhuinhars claim to be Brahmans who abandoned 
the priesthood for landowning and cultivation. If Bhuinhars are to be 
classed with Brahmans, so should Tagas; and we have added their 
figures together. Tagas belong entirely to the Meerut and Bohilkhand 
divisions, Bhuinhars to the Benares and Gorakhpur divisions. 

(2) There can be no doubt that the status of Ehattris and Kayas- 
thas is non-agricult ural, and we have transferred them to that 
category. ( 33 ) 

Thus rearranged, the figures (which represent thousands of acres) 
are as given in the table below : — 


Division. 

Rajputs 

Muslims. 

Area in. 

Differ- 

ence. 

Area in. 

Differ- 

ence. 

1907- OS. 

1925-26. 

1907-08. 

1925-26. 

: : / ; \ ' V 

Meerut 

572, 

571, 

— 1. 

1,327, 

1,161, 

—146 

Agra ... 

1,665, 

1,635, 

-30, 

577, 

569, 

—8 

Rohilkhand 

1,533, 

1,408, 

—95, 

1,392, 

1,926, 

-66 

Allahabad.. v. ] 

1,718, 

1,684, 

-81, 

921, 

834, 

-87 

Benares . . . . 

1,232, 

1,265, 

— 27, 

494, 

478, 

—16 

Gorakhpur . . 

1,670, 

1,633, 

— 37, 

68S, 

676, 

—12 

Ducknow . . . • , 

3,959, j 

4,165, 

-f 206, 

1,418, 

1,380, 

-38 

Pyzabad .. .. ! 

3,96 , | 

3,919, 

— 43, 

1,546, 

1,488, 

— :s 

Total . . | 

16,34:1, | 

16,230, 

—111, 

' .: 

8,963, 

8,532, 

rH 

CO 

i 


( 53 > There are other curiosities in this classification. It is not, of course, com- 
plete; a large number of both agricultural and non-agricultural castes are omitted, 
many of whom are important. Yet room is found for special mention of Bishnois. 
(roshains and Sadhs, none of which are true castes but sects which have become 
eastes, and which between them do not number more than 150,000 at most. The classi- 
fication of the principal non- agriculturists is also unsatisfactory. Mahajan and Bania 
are not castes, but occupational names; Sadh is a sectarian caste whose principal industry 
is calico printing and not moneylending; whilst there is no more reason for mentioning 
the Banda (grocer) than the Halwai (confectioner) or the Teli (oil presser). 
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Division. 

Brahmans, Bhuinhars 
and Tagas. 

Agricultural other. 

Non-AgriculturaL 

Area 

in. 

Diff- 

er- 

! ence. 

Area 

in. 

Diff- 

er- 

ence. 

Area 

i in, 

Diff- 

er- 

ence. 

1807-08. 

1925-26. 

L907-08. 

1925-26 

1907-08. 

1925-26. 

Meerut 

557, 

571 

+ 14, 

1,303, 

1,321, 

+ 12, 

983, 

1,1.83, 

+200, 

-Agra 

981, 

1.017, 

+86, 

840, 

822, 

—18, 

1,234, j 

1,169, 

— 65, 
+226, 

/Rohilkhand . . 

659, 

700, 

+41, 

730. 

763, 

+ 33, 

1,428. 

1,654, 

-Allahabad 

1,507, 

1.440, 

— 67, 

294, 

. 844, 

+ 50, 

1,067, 

1,139, 

+ 72, 

Benares 

S7Q, 

938, 

+68, 

H, 

24, 

+13, 

834, 

485, 

+151, 

"Gorakhpur 

2,09S, 

2,101, 

+ 3, 

404, 

427, 

+23. 

85-4, 

839, 

— 15j 

Duck now 

621, 

709, 

+ 8S. 

140, 

157, 

+17. 

718, 

785, ‘ 

+ 72, 

Eyzabad 

852, ; 

890, 

+ 3S, 

.34, 

51, 

+ 17, 

335 

348, 

+13, 

Total 

8,095, 

8,366, 

+271. 

3,762, 

3,909, 

+ 147, 

6,948, | 

7,602, ; 

+654, 

, ■ 


These figures, show the non-agriculturists as relatively larger 
•gainers and the Rajputs as relatively smaller losers, than the settlement 
figures quoted above. The explanation, of course, is firstly , that the 
“two sets of figures refer to different periods; and secondly , that the 
settlement figures relate to only six districts whilst these figures relate 
to eight divisions out of ten. There is, however, a close general cor- 
respondence. In both sets of figures the losers are the Muslims and 
the Rajputs, and everybody else has gained. Here, too, there can be 
very little doubt that the greater part of the loss is the result of in- 
debtedness and that the gains have gone principally to the moneylenders 
who* financed the debt.( 54 ) 

24-2. Whilst the losses shown in this table amount to 542,000 
.acres, the gains exceed them by no less than 530,000 acres; a discre- 
pancy due to the fact that the figures relate only to the castes or classes 
mentioned, and not to all. The greater part of this additional loss 
-can probably be explained by — 

(1) sales of European estates : there have been several such in 

Gorakhpur, Basti and several other western districts ;( 55 ) 

(2) sale of Sikh estates: in recent years one such estate at 

least has changed hands (Rae Bareli) ; 


( 54 ) The Tagas included in the Brahman group here have actually lost land, 
whilst the Bhuinhars (whose figures are not separate) are believed to have gained little, 
if at all. 

( ss ) One of the survey reports was made in a village which formerly belonged to a 
European owner and has since been sold to a 'Y&ish. 
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(3) sales of estates belonging to Nanaksliahi and possibly to other 

faqirs. We understand that in some parts of the province 
faqirs ' akharas own considerable areas of land with which 
they have been recently parting; 

(4) in Oudh, purchases of land by government in connexion with 

the Sarda canal. 

243. Our general conclusion, therefore, is that certain agricultu- 
ral classes, notably Rajputs and Muslims, have in recent years lost 
a considerable area of land. The cause in most cases was undoubtedly 
their indebtedness. Of this land about 60 per cent, has passed into the 
hands of non-agriculturists, generally the creditors of the dispossessed 
owners. The rest has passed into the hands of other agriculturists. 
There can be little doubt that the debt which caused these losses was 
born of extravagance, itself the result of a desire to maintain social 
prestige. In such circumstances w r e cannot regard ourselves as justified in 
recommending an extension of the Bundelkhand Land Alienation Act 
to the whole or any other part of the province. So far as the transfers 
have been to agriculturist purchasers, the change was almost certainly 
for the better. So far as the transfers were to non-agriculturist pur- 
chasers the change was not necessarily for the worse. Considering all 
the circumstances, there may be, we think, cause for a further and 
fuller inquiry with the object of obtaining later and more complete 
figures. But beyond that we are not prepared to go. 
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APPENDIX I. 

Statistics and estimates of debt. 

1 . 1. Land mortgages — The records in the Registration depart- 

ment do not distinguish between mortgages of land and mortgages of other 
property. The Inspector-General, however, was good enough to cause 
a detailed classification to be made of the returns of four districts. The 
four districts selected for detailed classification were Agra, Bareilly, 
Saharanpur and Partabgarli. Of these the first three contain cities of 
different sizes: the population of Agra is over 185,000, that of Bareilly 
129,000 and that of Saharanpur 62,000; the fourth had practically no 
urban population at all. >Since land mortgages are almost exclusively 
of rural, and mortgages of other property are almost exclusively 
of urban origin, the four districts exhibited totally different ratios between 
land mortgages and other mortgages as follows : — 

(1) Agra 45 land, 55 other. 

(2) Bareilly 54 land, 46 other. 

(8) Saharanpur 74 land, 26 other. 

(4) Partabgarli 94 land, 6 other. 

These classified statistics are reproduced in Table I. The securing 
of a loan by a mortgage with possession of a crop is curious; yet there are 
six cases of it in Saharanpur, and thirteen other cases where the crop is 
mortgaged without possession. Of the jajmanis mortgaged, one in 
Partabgarli was a Brahman’s purohiti , or priestly dues. Certain others 
belong to Mahabrahmans (funeral priests). Most of them, however, 
belong to Bhangis (scavengers). The mortgages of gardens and trees 
range from Es. 20 on a single tree to Es. 2,000 on a garden. 

2. The Inspector-General also provided us with (1) the figures of 
mortgages by districts for 1928, which are given in the sixth column of 
Table II; and (2) the provincial totals of mortgages for the last twelve 
years. These are given in Table Til. 

3. With the help of these figures we have framed the estimates 
of land mortgage debt which are discussed in paragraphs 156-157. 
The method of calculation was as follows : — * 

(1) The districts of the provinces were arranged in groups 
corresponding in their general attributes to the four sample 
districts for which we had classified figures. The 
percentages mentioned above were modified to suit local 
9 
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circumstances: for instance, in Bundelkhand, land 
mortgages, as a result of the Land Alienation Act, are 
unpopular, whilst in the permanently settled districts they 
are more than usually numerous because certain classes- 
of tenants have a transferable right.. 

(2) As the figures of the registration department are those of the- 

registration circle, the district percentages were then com- 
bined as requisite, being weighted on the basis of popula- 
tion. Finally, they were applied to the circle statistics. 

(3) The sub-division of the total land mortgage figures into ordinary 

and usufructuary w T as carried out in a similar fashion. 

The result was the figures in Table II. 

According to the figures of the four districts the proportion of 
usufructuary to all land mortgages is 32 per cent. It is, 
however, disturbed by the figures of Partabgarh, where the 
proportion is well over 50 per cent., a fact due not only to 
a relatively high number of such mortgages, but also to a 
considerable number of individual mortgages for large 
sums. Generally speaking, however, the proportion appears- 
to be slightly over 20 per cent.; and this figure has been 
taken in the case of all districts except a few regarding, 
which definite information is available to show that 
usufructuary mortgages are specially common. The total 
amount of such mortgages is then Es. 145,25,000 or 20* 
per cent, of the total. 

4. These figures, however, are those of a single year only; and at 
any one time, the total mortgage debt consists of the accumulations of 
many years. For simple mortgages the maximum period is generally 
17 years [see paragraph 152(1)], and the average period can be taken at 
12 years. For usufructuary mortgages the period may be as much as- 
60 years, and the average can be taken at 20 years. Assuming that the 
proportion of land to other mortgages is reasonably constant, 
then we can obtain an estimate of the total land mortgage debt of the 
province by applying to the figures in Table III the proportions result- 
ing from the figures in Table II. Table III can be taken as it stands 
for simple mortgages, since it relates to a twelve-year period; for 
usufructuary mortgages, since the period is 20 years, the figures must 
be increased accordingly. It is on this calculation that we have arrived' 
at our estimate of 70 crores of land mortgage debt, of which simple 
mortgages account for 443- crores, and usufructuary for 25 J crores. 
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5. These estimates rest on a very narrow basis of fact, and the 
best that can be claimed for them is probability. 

6. II. Agricultural debt. — We have at our disposal a mass of 
figures relating to debt. They are derived from different sources. 

(a) Settlement figures . — These were collected by settlement officers 
in the course of their economic inquiries during the years 1928 and 1929. 
But unfortunately, they are available only for parts of some six districts, ( x ) 
five of which, moreover, form a compact tract in the Gangetic Plain* 
so that there is a certain sameness in their figures; whilst the figures 
themselves, except in one case (Eae Bareli), relate to debtors rather 
than debt. Consequently, though these settlement statistics are of 
considerable value in many ways, we have only been able to use those 
which relate to Eae Bareli in framing our estimates of debt. They are 
fully discussed in a separate note, prepared by the Chairman, which will 
be found in the Evidence, volume II, pages 1 to 20. 

7. lb) Witnesses 9 percentage estimates. — Many witnesses in answer 
to one of the questions in Part A of the questionnaire have supplied us 
with percentages representing ''their idea of a normal distribution of 
debt between different objects. There are 71 sets of these percentage 
estimates (apart from a few that for one reason or another had to be 
discarded). At first sight these estimates appear to be mere guess work* 
but inquiries made at oral examination and careful scrutiny of the 
evidence show that they are more. They are often based on the witness’ g> 
special knowledge of debt in a- particular place. They are sometimes 
the results of local inquiries; most often perhaps, they represent not the 
opinion of a single person but the joint opinion of several persons in 
consultation. They have to be used with caution, but still they can be 
used. They usually may be taken as, representing a normal distribution 
of debt in a normal year. Some witnesses indeed have given two sets of 
estimates, one for normal times and one for abnormal. 

8. (c) Statistics collected by witnesses. — Our village survey reports 
contain statistics of actual debt, collected by local inquiry : whilst other 
statistics have been supplied by witnesses, either from materials in 
their possession (mainly the accounts of district co-operative banks), or 
as the result of local inquiries which they had themselves made. There 
are in all 43 sets of such figures, relating to areas as large as a tab sil and as 
small as a; few families, but mostly to single villages. The total amount’ 
was Es. 33,57,000 in round figures (of which some six lakhs represent 
the Eae Bareli settlement figures mentioned above and another lakh 
represents figures taken from the TJnao rent-rate reports. 


0) Lucknow , Unao, Eae Bareli, Partabgarh, Bara Banki and Budium. 
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9. r These statistics have only a limited utility. For the most part, 
they were presented as illustrating the objects on which debt is incurred; 
and as a basis for estimating the distribution of debt between various 
objects, they are of great value, though, even for this purpose, they are 
to some extent vitiated by the fact that they have been taken at different 
times, and therefore represent different economic conditions. On the 
other hand, it is not always possible to discover how many individuals, 
or even how many villages, are concerned in this debt; whilst as chance 
would have it, they are unevenly distributed over the province. They 
relate to 22 districts( 2 ) : but nearly 16 lakhs relate to the hill tracts; 
nearly 8 lakhs relate to five neighbouring Oudh districts ; about 4J lakhs 
relate to five western districts : the rest to scattered districts in the 
centre and east of the province. 

10. They have been used (1) in conjunction with the witnesses’ 
estimates mentioned above, as a basis for the estimate of distribution 
of debt according to objects; (2) by themselves, as a basis for the estimate 
of distribution of debt according to its period. 

11. (d) Statistics collected by tH^e revenue staff. — It became 
apparent in December that the figures of debt already available would 
not suffice as a basis on which to build up an estimate of agricultural 
/debt for the whole province; whilst the information available regarding 
certain important aspects of agricultural debt were wholly inadequate. 
These were — (1) the distribution of debt according to caste or social 
status; (2) the distribution of debt as between landlords and tenants; 
(3) the distribution of debt as between holdings of different sizes; (4) 
variations in the burden of debt; (5) the distribution of debt amongst 
various classes of creditors; and (6) the proportion of indebted to debt- 
free. We accordingly decided to collect further figures, and at our 
request Government kindly agreed to lend us the services of the superior 
revenue staff for the purpose. We accordingly devised certain forms 
which we sent both to the supervisor quanungos and the inspectors 
of the co-operative department with instructions to fill them up for 
three villages in each officer’s circle. The work took longer than we 
expected; many of the returns were not received till April, and even at 
the present time (May 24th) there are still some returns due. By this 
method, however, we have collected the statistics relating to 1,389 
villages with a population of nearly 675,000; whilst the number of 
individual cases examined amount to some 54,000. It is on these 


( 2 ) Naini Tal, Almora, Garhwal (hills) ; Bulandshahr, Muttra, Meerut, Aligarh, 
Mainpuri (west); Bae Bareli, TJnao, Hardoi, Parfabgarh, Bara Banki (Oudh); Budarin, 
Earrukhabad, Etawah, Allahabad, Basti, Gorakhpur, Benares, Ghazipur, Mirzapur. : 
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figures that all our other estimates relating to debt are based. The 
total figure of debt is over 88 lakhs. 

12. Estimate of distribution of debt according . to its objects . — 
This estimate was based on a combination of the percentages provided 
by witnesses (paragraph 7), and the statistics mentioned in paragraph 8. 
The process of compilation was as follows : — 

(a) The 43 sets of statistics were combined into 22 district totals, 

and reduced to percentages. 

( b ) All percentages wf$re then combined into three main groups — • 

“productive”, “unavoidable” , and “unproductive”. In 
the first group the principal items were purchase of seed , 
plough and milch cattle, and manure, labourers' wages, 
the building or repair of wells and houses, and the pur- 
chase or mortgaging of land. Under the head “unavoid- 
able” were placed borrowings for subsistence and the 
payment of revenue or rent; and, under the head “unpro- 
ductive”, all borrowings on account of social or religions 
functions, litigation or the repayment of old debt. By 
combining the first and second classes a second classi- 
fication was obtained into “agricultural” and “non- 
agricultural” debt, and, by combining the second and 
third, a third classification into “productive” and “unpro- 
ductive”. This arrangement also had the effect of 
smoothing out minor differences. 

(c) The percentages were then arranged in groups by districts and 

natural divisions, and carefully compared. Those which 
were markedly different from the rest were discarded 
altogether. The total number of sets of percentages was 
94, of which 71 were witnesses’ estimates and" 22 were 
based on actual statistics: of these eighteen sets were 
discarded. # 

(d) Finally, the percentages were amalgamated. The resultant 

figures are in Table IY. 

13. Estimates of distribution of debt according to period. — Most 
of our witnesses have expressed an opinion regarding the relation 
of long-term to short-term debt; but their statements are almost invari- 
ably vague and inconclusive. And when a witness has provided an 
estimate both of the distribution of agricultural debt by objects and of 
its distribution by periods, the two estimates are generally irreconcilable. 
One of our best informed witnesses, for instance, having given an 
estimate of the former kind which suggests that 37 per cent, of the debt 
is long-term and 63 per cent, short-term, follows it up by saying that 
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90 per cent, of the debt must be regarded as long-term. This witness, 
when he made the second statement, was undoubtedly thinking not of 
the period in which debt of a particular kind ought to be repaid, but 
of the period in which it probably would be repaid; and, no doubt, the 
same explanation covers other similar cases. But there is much con- 
fusion; and accordingly, whilst discussing the distribution of debt by 
purposes, we propose to consider only the figures of actual debt already 
mentioned. Out of the total of nearly 33 J lakhs no less a sum than 
29J lakhs has been distributed in sufficient detail to make a complete 
and accurate classification possible. Bor the balance of just over 4 
lakhs there is less information, but we have sub-divided it according 
to the proportions in which the main sum of 29J lakhs is sub-divided. 
Figures of this kind, consisting as they do of 43 items derived from 
23 districts all over the province, make an adequate basis for discussion. 

The figures are given and fully discussed in paragraphs 169 to 175. 

14. Other estimates of agricultural debt . — All other estimates are 
based on the statistics collected by the revenue staff. Before these could 
be used, however, they required certain adjustments. 

(a) The figures had been arranged in two ways, (1) according to 
different types of debtors and (2) according to different types of creditors. 
The two sets of statistics of course, should have corresponded exactly; 
m fact, they differed in the ease of every single district, and not only 
in respect of the amount of debt but of the number of debtors; and in 
the total, the figures arranged according to creditors exceeded those 
arranged according to debtors by some 20 lakhs.- A close examination 
disclosed the reason. The increase in the number of debtors 
was due solely to the fact that many of them owed, money to two or 
more creditors, and thus reappeared several times over. A decrease in 
the amount of debt meant merely that the inquirer had been unable 

obtain complete information regarding the classification by creditors 
and had left a part unclassified. An increase in that amount -was almost 
invariably explicable by the discovery in the registration office of land- 
lord’s mortgages secured on the village which had not been mentioned 
to the investigator during his local inquiries. It was, however, a task 
of no small difficulty to adjust the figures. 

( b ) In a few instances the investigators had misunderstood their 
instructions regarding the record of debt-free cultivators. In three 
districts they were omitted entirely ; in two others they were impossibly 
low. In all these cases the number of debt-free was estimated on the 
basis of the figures of neighbouring districts, which in other respects 
showed similar figures. 
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15. The figures will be found in Tables V to IX. 

Table Y shows for tenants and peasant-proprietors the distribution 
of debt according to four sizes of holdings — namely, (1) less than five 
acres; (2) between five and ten acres; (3) between ten and twenty 
acres; (4) twenty acres and over. By peasant-proprietor is meant the 
small pattidar who whilst owning land of his own is also a tenant of some 
other brother pattidar. Their figures have been combined with those 
of tenants because in all-important economic respects the two are 
indistinguishable. In each case the figures given are the number of 
debtors and, the amount of debt. 

Table VI shows the correlation between debt and the rent or 
revenue paid by tenants and peasant-proprietors. These figures afford 
a fair measure of the burden or incidence of debt. This table shows 
the following figures : (1) number of debt-free, (2) the number of debtors, 
and (3) the amount of debt, under the three following groups: — 

(а) where the debt is equivalent to less than one year’s rent, 

(б) where the debt is more than the rent of one year and less than 

the rent of two; and 

(c) where the debt is more than the rent of two years. 

These figures are also arranged in such a way as to show the number 
of persons who can be regarded as unencumbered and encumbered by debt 
respectively.. The unencumbered are those who are debt-free or owe less 
than one year’s rent. The encumbered are those who owe more than 
one year’s rent. 

Table VII shows the number of landlords who are debt-free and 
indebted and their total debt. 

Table VIII shows the distribution of debt according to various 
classes of creditors, namely, village nuihajans, town moneylenders, land- 
lords, tenants, Government ( taqavi ) and co-operative credit societies. 

There is also a column for unclassified debt. 

% 

Table IX shows the total debt both of landlords and tenants arranged 
in six caste groups as follows : — 

(1) High castes^— i.e. Brahman, Rajput, Musalman Rajput, 

Saiyid, Shaikh, and Pathan. 

(2) Castes of good agriculturists — Ahar, Ahir, Ilisan, Kurmi, and 

Lodha. 

(3) Market gardening castes — Baghban, Kachhi, Koiri, Mali, 

Murao, and Saini. 
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(4) Agricultural castes of low social status — Bhar, Chamar, and 

Pasi, 

(5) N on-agricultural castes— Kalwar, Kayastha, Khattri, and 

Yaish. 

(6) Other castes. 

This table shows for each district and each caste group the number 
of persons who are respectively debt-free and indebted, and the amount of 
debt. 
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TABLE I. 


Classified land mortgages in four districts ( figures of value in 

thousands''. 



Sabaranpur. 

i 

Partabgarh. 1 

Agra. 

Bareilly. 


Num- 

ber. 

Value. 

Num- 

ber. 

Value. 

Num- 

ber. 

H 





Bs. 


Bs, 


Bs. 


Bs. 

Land — • 









(a) Without possession 

S97 

13,56 

515 

5,98, 

513 

5,40 

416 

5,20, 

(b) With possession 

529 

3,41 

369 

6,96, 

200 

2,59, 

92 

1,2 S, 

Houses, shops and other pro- 









perty — . 

(a) Without possession 

578 

4,38, 

50 

37, 

1,228 

6.90, 

8S0 

4,46, 

( b ) With possession 

160 

87, 

20 

6, 

157 

1,83. 

248 

86, 

Gardens. and trees — 









(a) Without possession 

13 

9, 

66 

10, 

16 

4 ‘ 

16 

7 

(6) With possession 

2 

2, 

267 

37, 

16 

2, 

6 

2, 

Jajnumi — 









(a) Without possession 

S 

3, 

• • 

. . 

10 

4, 

*• 


(b) With possession 

1 

If 

4 


40 

12, 

- 

*• 

Crops— 









(a) Without possession 

13 

9, 

.. 

.. 

.. 

•• 

i * ‘ 

•• 

(b) With possession 

6 


.. 


.. 

• 

•• 

•• 

Catt le- - 









(a) Without possession 

4 

1, 

.. 

. . 


.. 

• ? 

.. 

( b } With possession 

V : ' ■' 

.. 


.. 

.. 

.. 


.. 

Miscellaneous— 

(a) Without po se sion 

8 

7, 



117 

77, 

27 

7, 

(6) With possession 

1 

10, 

.. 

.. 

7 

44, 

.. 

•• 

Total .. 



1,291 

18,85, 

2,804 

17,70, 

1,685. 

11,96, 









J ■ 
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TABLE II. 

Estimated distribution of registered mortgages 1928. 
(000 ’s omitted.) 


District. 


"sr t °“ 1 ' 


Sabaranpur-Dehta 

Dun 

Meerut-Muzafrarnagar- 

Aligarh-Buland- 

shahr-Etah. 

Agra- Muttra 
Farrukbabad 
Mainpuri-Etawah 

Bareilly .. 

Pilibbit . . 

Moradabad- Bi jnor 

Bud&un 
Sbahjabanpur 
Cawnpore-Patebpur . . 
Banda-Hamirpur 
Allahabad. . • * 

Jbansi-Jalaun 
Beuai-es .. 

Mirzapur . . 
daunpur . . 
Ghazipur-Ballia 
Gorakhpur -Basti 
Azamgarb 
NainiTal.. 

Alrnora 
Garhwal • . 
Lucknow-Unao- Bara 
Banki. ' : 1 

Hardoi 

Sitapur-Kheri 
Gouda- Babraicb 
Fyzabad-Sultanpur .. 
Rae Bareli-Partabgarh 


46,07, 1,31,63, 


17,69, 

5,45, 

8 , 06 , 

6,51, 

2,32, 

17.23, 

4 , 21 , 

8 , 12 , 

1*3,76, 

2,2 V 

5,40, 
3,07, ~ 
8 . 02 , 

9.71, 
18,20, 
20 , 12 , 
27 ,00, 

8.71, 
2 00 , 
2 , 00 , 

66 , 

30,04, 


28,59, 

6,85, 

10 , 12 , 

8,41, 

2,92, 

21,53, 

5,26, 

3,S9, 

17.20, 
2.81, 
6,80, 
3,84, 

10 , 02 , 

12,71, 

23.20, 
33,12, 
53,01, 
11,51, ' 

2,94, 

2,89, 

83, 

37,54, 


19,31, L 
2,93, * 
3,37, 
7,03, 

52, 

14,35, 

2.83, 
2 , 10 , 
14,08, 
1,87, 
6,77, 

3.84, 
13,77, 

4,24, 

7,75, 

4,52, 

5,74, 

1,60, I 

1,04, 

30, 

10 , 

12,50, 


- 4*2,90, 

9, 78, 
13,49, 
15,44, 

■ 3,44, 
35, 8S 
8,09, 
5,99, 
31,28, 

4.68, 
13,57, 

7.68. 
23,79 

16.95, 

30.95, 
37,64, 
63,75, 
18 , 11 , 

3,98, 

3,19, 

,96, 

50,04, 


3,80.31, 1,45,25, 5,25,56, 2,00,95, 
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TABLE III. 


dumber and value of mortgage deeds relating to immovable property 
registered during the twelve years 1917 to 1923. 


Serial 

num- 

ber* 

Year. 

Total number 
of mortgages 
registered 
during the 
year. 

Aggregate 
value (or 
mortgage 
money) . 

Remarks, 




Bs. 


' 1 

1317 

102 .843 

5,61,61,139 


2 

1918 

. 08,71*2 

5,34,81,649 


3 

1019 

135,736 

7,60,93,718 


4 

1920 

103,284 

6,70,27,882 


5 

1921 ... 

113,720 

7,0*2,13, 672 


G 

1922 .. .. .. i 

; 103,910 

7,69,61,323 


7 

1923 

| 102,355 

t s20,9 j ; 432 i 


8 ' 

1924 

93,046 

7, r S, 96,880 


9 

1925 .. .. .. ! 

1,03,986 

7,67,03,004 


10 

1926 

108,574 

7,82,75,913 


11 

1927 

97,382 

7,25,27,522 


12 

1928 

103,038 

7,26,61,690 ! 



Total 

1,278,046 

35,01,08,824 



Average of twelve years 

108,087 

| 7,08,41,935 
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TABLE IV.— Agricultural. 
Percentage of debt according to objects. 


Name of district. 

Pro- 

ductive. 

Un- 

avoid- 

able. 

Un- 

produc- 

tive. 

Agri- 

cul- 

tural. 

N on- 
agri- 
cul- 
tur al 

Pro- ’ 
luctive. 

Un- 

produc- 

tive, 

Naini Tal and Aim ora . . 

37 

10 

53 

47 

5B , 

37 

63 

Garhwal 

•Himalaya, West 

21 

27 

11 

11 

68 

62 

33 

88 

67 

62 

21 

27 

79 

73 

Tarai and Bhabar 

S3 

. 22 

40 

60 

40 

38 

62 

Bijnor 

Pilibhit 

54 

43 

16 

23 

30 

28 

70 

72 

30 

28 

5-i- 

46 

46 

54 

Kheri 

Sub-Himalaya, West . . 

■ 48 

17 

35 

27 

16 

23 

84 

74 

16 

26 

49 

47 . 

51 

53 

Muaaffarnagar 

21 

55 

24 

78 

24 

2 1 

79 

Meerut 

53 

24 

23 

77 

23 

28 


•3= T 

Bulandshahr 

24 

48 

28 

72 

2 i 

76 

Aligarh 

43 

23 

24 

r /o 

24 

48 

52 

Muttra 

43 

34 

20 

bO 

20 

, 4 3 

o 4 

Mainpuri 

38 

34 

28 

72 

28 

S3 

62 

Efrah 

Budaun 

44 

24 

31 

42 

25 

34 

75 

66 

25 ■ 
H 

44 

24 

5 1 

76 

Farrukhabad 

21 

23 

53 

44 

o6 

21 

79 ■ 
42 

Etawah 

58 

27 

15 

a 5 

15 

Ob 

INDO-GaNGETIC PLAIN, 



28 





. W EST . . ». . '■ . . 

S3 

34 

72 

28 

■88 

62 

Cawnpore 

25 

59 

25 

75 

25 

25 

; 75 

Fatehpur 

24 

59 

17 

So 

1 1 


. ' IP . 

Allahabad *. 

18 

32 

50 

50 

50 

... lb 

b2 

67 

Lucknow 

SB 

38 

29 

71 

29 

33 ; 

Unao 

53 

15 

35 

■ 65 

,35 

oO 

5 0 ■ 

Bae Bareli .. 

Sitapur .« 

HarcLci 

25 

21 

31 

31 

50 

30 

44 

23 

BO- 

5 i 

74 

61 

44 

j 26 

i 39 

.23 . 
24 

31 

75 

I 76 

. «• 

Fyzabad 

Suita npur 

25 

24 

b t 

40 

SS ! 
86 

(\ 2 

64 

36 

23 

24 

3 4 

i 5 
76 

Bara Bank! . . 

14 

53. j 

36 1 

64 j 



uJ 

INDO-GaNGETIC Plain, 



38 




«/*» 

Centhal .. 

24 

40 j 

64 

... 36 

2i fk 

<f o 

Jalaun *. *. 

49 

j 

34 

17 

SB 

17' 

\ 49 

1 ' 5t 

1 pi ■■■ 

Hamirpur .. 

36 

22 

42 

58 

.“A ", 

. 42 
on 

36 

SO 

! n 

■ Banda 

Centbal India Plateau 

39 

41 

31 

29 

30 

30 

70 

80 

4L 

59 

Mirzapur .. 

East Satpubas 

17 

17 

27 

27 

56 

56 

44 

44 

56 

5 3 . ! 

17 

17 

bS 

83 

Gorakhpur .. 
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24 

25 

44 

28 

82 

. 47.. 

• 68 

53 

32 

47 

24 

25 

- on ■ 

76 

g 
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StJB-Hl}3ALAYA t EAST .. 

29 

27 

36. 

33 
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40 

65 

60 

85 

40 

£u ■ ■ 

27 

. ; t J- 
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26 

28 

10 

21 

64 

56 

36 

44. 

64 

56 

26 

23 

74 

77 

Indo-Gangetic Plain, 



58 

42 

58 

21 

79 

Bast 

21 

21 

Co-operativa societies’ 








f . figures . 

Ghazipur .. 

53 

22 

25 

75 

25 

53 

47 

Kheri 

38 

50 

12 

88 

12 

38 

62 

Mirzapur 

51 

26 

23 

77 

23 

51 

49 

Gorakhpur 

Mainpuri 

62 

1 25 

13 

87 

18 

62 

38 

82 

1 61 

7 

93 

7 

82 

68 

Total, Co-operative figures 47 

1 37 

16 

84 

16 

47 

53 

Total, United Provinces 30 

1 34 

36 

64 

86 

30 

70 
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23. Cawnpore .. .. 269 187 4,811 456 95 4,904 247 53,231 342 58,135 























TABLE VII. 
Indebtedness of landlords, 


Total debt. 
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Table VIII. 

Indebtedness according to moneylenders. 




ISIS! 


In debteclness by caste groups ( landlords and tenants)* 


Caste group IV, 


Caste group III 


Caste group VI. 


District 


Number 


Number 


Number 

ol 

indebt- 


N umber 


Numbe; 


Number . 

c l Amount of 

indebted dobt> 


Number Amount 
of of 

indebted, debt. 


Number Number 


Number 


Amount 


Amount 


Nn “ bor Amount of 
indebted. debt - 


Number 

of 

indebted, 


Amount of 
debt. 


debt free, indebted, 


1, Debra Dun 

2, Kumaun 


Himalaya, West 


3. Saharanpur 

4. Bareilly 

5. Bijnor 

6. Pilibhit 

7. Kheri 


Sub* Himalaya, West 


Muzaffarnagar 

Meerut 

Bulandshahr 

Aligarh 

Muttra 

Agra 

Mainpuri . . 
Etah • • 

Budaun # • 
Moradabad .. 
-$kahjahanpuc 
j^rrukhabad 
Mt awab 


I^do-Gangetic Plain, West 


2)1. Cawnpore 
52. Eatehpur 
^23. Allahabad 
r 24, Lucknow 
25. Unao 
26 Rae Bareli 

27. Sitapur 

28. Hardoi 

29. Pyzabad 

30. Sultanpur 

31. Partabgarb 

32. Bara Banki 


rNEO-BANGETlC 

Cent iial. 


Jbansi 

Jalaun 

Hamirpur 

Banda 


Central India Plateau 


87. Mirzapur 


East Satpurab 


Gorakhpur 

Bast! 

Gonda 

Rahraich 


10,537 

1,260 

2,397 

6,474 


Sub-Himalaya, East 


Benares 

Jaunpur 

Ghazipur 

Ballia 

Azamgarb 


Caste group I. 

Number 

of 

debt 

free. 

Number 

of 

indebt- 
ed. , 

Amount 

of 

debt. 

127 

105 

Bs. 

40,974 

164 

172 

11,483 

291 

277 

52,457 

5 

29 

5,635 

199 

153 

24,853 

24 

57 

36,901 

25 

34 

42,861 

122" 

136 

58,098 

875 

414 

1,68,348 

* * 46 

*628 

08,701 

90 

184 

5, OS, 853 

78 

134 

74,706 

17 

55 

35,871 

235 

960 

2,44,107 

135 

213 

4,47,713 

140 

146 

73,133 

9 

16 

2,490 

46 

94 

19,060 

6 

12 

2,584 

215 

200 

1,02,477 

134 

120 

1,53.916 

1,196 

2,742 

17,66,611 

100 

180 

41,16S 

43 

SI 

55,920 

182 

251 

1,02,735 

116 

195 

69,481 

83 

62 

38,778 

129 

215 

66,831 

145 

1 141 

3,55,975 

187 

260 

2.33,246 

392 

244 

95,019 

121 

! 267 

1,51,415 

104 

153 

37,647 

223 

316 

; 15,96,410 

— 



1 ,82o 

2,868 

26,27,625 

— - 


|- — 

242 

319 

52224 

100 

' 125 

14,523 

71 

185 

21,427 

449 

469 

69,843 




S62 

1,098 

1,61,014 




2*8 ! 

36 

16,353 

2S 

36 

16,353 




422 

503 ! 

2, 04.03S 

410 | 

288 

1,52,896 

259 

263 

67,255 

241 

220 

69,423 

1,332 

1,274 

4,93,612 





50 

66 

19,! 70 

1,236 

525 

2 83,437 

74 

73 

1,14.867 

39 

114 

1,65,644 

112 

52 

12,419 
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APPENDIX II. 

Method of estimating the total volume of debt . 

1. The statistics which we have used as a basis for estimating 
the total debt of the province consist of : (a) The total figures of tenants 
•and peasant-proprietors’ debt as collected by the revenue staff; (b) a 
certain part of similar debt statistics collected in the course of our 
•surveys or provided by our witnesses to the extent of Rs. 24,81/140 
affecting 23,825 persons; (c) the statistics of landlords’ debt as collected 
by the revenue staff excluding that part of it which we estimate to-be 
mortgaged debt (see paragraph 198); (cl) mortgage debt as separately 
estimated on the basis of the Registration department’s figures. In 
our calculations we have for convenience’ sake kept these three figures 
entirely separate. 

2. The debt which we are considering is that of landlords, peasant- 

proprietors and tenants. These three classes can be taken as equivalent 
between them to the two census occupations described as— (1) income 
from rent of agricultural land and (2) ordinary cultivation . ( l ) The 
former term represents 4 ‘the rent receiver” i.e., the landholder, who 

derives the greater part of his income from the rent of his land; the 

latter term represents those cultivators who, whether they let (or sublet) 
any part of their land or not, at all events derive the major part of their 
income from their own cultivation. Roughly, the former occupation 
covers the bigger landlords; the second the tenant and the peasant-pro- 
prietor. The total figures (rounded) as at the last census are : — 

(1) income fr. m rent t.f agricultural 1; nd . . . . SIS.OCO 

(2) ( rdii.ary cultivation .. .. .. .. 28,C98,OCO 

Census Table I, column 11, gives the total rural population, which 
amounts to 40,570,000. The difference between this figure and 
the| sum of the two former figures represents roughly that part of the 
rural population which cultivates no land of its own. 

3. The first step in framing our estimate, therefore, was to 
ascertain the percentage of the total rural population which is non- 
agriculturist ; to apply that proportion to the population, on the 
debt of which our figures were based (675,000 round); and to deduct 
the result from that figure : — thus giving us a population which corres- 
ponded to the total of the two agricultural occupations mentioned above. (*) 


(*) Census Table XVII, clause (a), sub-clause (1), Order I, subdivisions 1 and 2. 



4. These figures, however, include not merely landlords, tenants- 
and peasant-proprietors, but also their dependants. The next step,, 
therefore, was to adjust the figures so as to ascertain how many of the* 
persons included under these two heads were potential debtors. In 
the case of the entry “income from rent of agricultural land-.-, no more* 
was necessary than to take the census figures for “actual workers” under 
this head, since every “actual worker” is actually a landlord, and 
therefore a potential debtor. 

In the case of the figures under the head “ordinary cultivation”,, 
however, the calculation was more difficult. ‘ 6 Actual workers” in this 
ease include not ©nly tenants and peasant-proprietors, but also those 
of their ^families who actually assist them in their cultivation. The 
only potential debtors, however, are the tenants and peasant-proprietors 
themselves, and accordingly only a part of those recorded as actual 
workers are potential debtors. 

5. To allow for these facts we have made the following adjust- 
ments : — 

(a) The proportion of workers under the head “income from agri- 

cultural land” to the total under that head was first 
ascertained and applied to the number of landlords actually 
recorded in our statistics. The resultant figure was sub- 
tracted from the agricultural population already ascertained, 
thus leaving a total figure representing tenants and 
peasant-proprietors. 

( b ) The number of actual tenants and peasant-proprietors in our 

statistics was then divided into the total population of 
such cultivators, which gave the proportion of potential 
debtors to the rest. 

(c) The total figure of cultivators as given in Census Table XVII 

was then divided by that figure, the result being the total" 
number of potential debtors in the area concerned. 

6. The next step was to ascertain the debt per head according 
our statistics, and to multiply the figure just mentioned, namely the 
total figures of potential debtors, by the ascertained debt per head. In 
the case of landlords, all that was necessary was to multiply the total’ 
number of actual workers under the head “income from rent of agri- 
cultural land” by the average debt per landlord, as ascertained by our 

* statistics. 

7. For tenants and peasant-proprietors it was necessary to make- 
the calculation separately for the seven natural divisions which lie in. 
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the plains; and in the eighth or hill natural division, for the following- 
tracts separately : — 

Debra Dun; 

Inimaun division, hill tracts. 

Kumaun division, Tarai and Bhabar. 

For landlords it sufficed to make a single calculation for the whole- 
province. The figures for these various areas are as follows : — 


$ 

Description of debt and area. 

Estimated 

debt. 

Rs. 

Tenants and peasant proprietors, Dehra Dun 

Kumaun division, hill tracts 

Kumauu division, Tarai and Bhabar 

29.38.000 

42.33.000 

42.78.000 

Total, Himalaya, West 

1,14,44,000 

Sub-Himalaya, West .. 

Indo-Gangetic Plain, West 

Indo-Gangetie Plain, Central 

Central India Plateau 

East Satpuras 

Sub-Himalaya, East .. 

Indo-Gangetic Plain, East 

1.57.80.000 
. , 11,23,75,000 

5,11,91,000' 

1.77.09.000 
37,83,000' 

2.71.58.000 

7.15.54.000 

Total, Tenants and peasant proprietors 

31,09,94,000 

Landlords (excluding mortgage debt) 

Mortgage debt .. .. 

19,20,80,000 

70,00,00,000 

Grand Total 

.. 1.20,30,51,000 

8. To this sum, however, we made the following 

additions : — 


(1) The total number of farm servants and field labourers is just 

under 4 millions, representing some 887,000 families. Some 
of these are undoubtedly debt-free. The others probably 
owe on an average one qist apiece. We estimate for the 
debt of these agriculturists 75 lakhs. 

(2) There is a considerable amount of unregistered usufructuary 

mortgages both of the ordinary type and of the type 
of subleases. The number of such mortgages is probably 
considerable, but the sum must always be under Es. 100- 
We estimate on this account *25 lakhs, amounting to one 
per cent, of the registered usufructuary mortgages. 

(8) To allow for possible understatement of debt, we have allowed 
for a margin of 5 per cent, on the two items, tenants and 
peasant-proprietors’ debt, and landlords’ debt other than* 
land mortgage debt — # figure amounting to Es. 2,51,54,000. 
The total thus becomes Es. 1,23,82,08,000 or in round 
figures 124 crores. . 




CHAPTER V. 

Agricultural Marketing. 

244. Isolation of the cultivator. — In this province, as in all agricul- 
tural countries with defective communications, the marketing of agricul- 
tural produce is a difficult problem. The peasant lives in rural isolation, 
cut off from the town where alone he can sell his wares, an isolation which 
the development of transport facilities could only mitigate because it is 
inherent in the occupation of agriculture. That isolation has brought 
into existence a horde of itinerant dealers ( beoparis ), carriers and interme- 
diaries to serve as a connecting link between the peasant and his market, 
and to intercept a portion of his rightful profits. In this business the 
mahajan has his share; he is often himself one of these intermediaries, 
and whilst supplying credit for production, has his eye upon the product. 
In other parts of the country, such as some districts of Eastern Bengal, 
the moneylender’s power is limited, because a constant succession of 
■crops enables the cultivator to repay him quickly. But in this province, 
•with only two crops and an uncertain rainfall , moneylenders are power- 
ful, beoparis are numerous ; and between them they are able to regulate 
the marketing of agriculture in a manner which secures to them a 
considerable share of the peasant’s legitimate profits. 

245. Bad communications. — One cause of the multiplicity of 
itinerant grain-dealers and carriers in the province is its unsatisfactory 
communications, both from the fields to the village and from the village 
to the mandi . Metalled roads, whether provincial or local, are for the 
most part sufficiently good, and Government are spending large sums 
on reconstructing those of them that carry heavy traffic. But the un- 
metalled road is always in bad repair : whilst the village lanes are narrow, 
tortuous, often cut up by ravines and often impassable; transport is slow 
•and costly, and imposes such a severe strain on the villager’s bullocks, 
that he is compelled to depend principally on the beopari , who alone 
possesses means of transport and animal power sufficient to undertake 
the movement of produce. 

246. At the present day agricultural produce is usually transported 
ffrom villages to the village market (painth) or market town (- nmndi ) 
in bullock and camel carts, on pack animals such as camels, ponies, 
buffaloes and donkeys, or in head-lofds. There was formerly a brisk 
ewer traffic, especially along the Ganges, Jumna and Gfeagra, but it has 
.greatly declined in importance. In the hill districts pack-animals and 
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head-loads are more common than elsewhere. Motor transport has 
considerably increased in recent years, and in some districts the lorry 
and motor-bus has come to stay; but at present they carry for the 
most part only passengers and perishable goods, such as fruit and 
vegetables. Bad roads and lack of mechanics, as well as the 
seasonal nature of the traffic, will hinder the development of motor 
transport in the rural areas. 

247. Types of itinerant middlemen . — The Banjaras( l ) are well 

known in many parts of the province, nomadic middlemen, who collect 
gram in the villages. Elsewhere they are powerful moneylenders; for 
instance, in the Tarai and Bhabar, where by keeping the Tharu and 
Bhoksa agriculturist permanently in their debt they are able to 
secure their rice crops at a favourable rate against their advances. 
In most parts of the province, the beoparis are larhiwans with their 
carts or banias with their pack bullocks, ponies or buffaloes, who wander 
from village to village at the harvest season, and buy up grain. In some 
parts, such as Gonda and Bahraich districts, the larhiwans operate with 
their own capital; in the hills the business is in the hands of ponytoalas 
who are sometimes financed by grain merchants. Sometimes the village 
potter disposes of the cultivator’s produce, which he brings to the mandi 
on his donkey; he is said to be skilful in deceiving the cultivator by false' 
weighment. ; 

248. The village taula . — The village taula or weighman usually 
measures the grain. Occasionally he brings samples weighing a chhattak 
or so to the nearest mandi, and after obtaining orders, returns to the culti- 
vators, takes over the produce, and delivers it to the arhatia. The' 
weighman gets his dues from the cultivator. Sometimes the taula is 
eliminated, and the cultivator himself takes his samples to the market. 

249. Periodical markets. — Well-to-do cultivators often send their 
produce in their own carts either to the mandi or the periodical market 
(painth). Such markets are held once or twice a week in important, 
localities. It has been estimated that in a Basti village cartmen carry , 

HThe Barbaras are a tribe whose business it is to be carriers of grain. They are 
mentioned by Badaoni. “They traverse the country conveying the grain, often from the 
greatest distances, in large bodies which resemble the march of an army. They encamp 
with regularity, never lodging in houses; are strongly armed; and ready to fight no. 
contemptible battle in their defence. The practice comes down from a remote antiquity; 
and marks that unsettled and barbarous state of society when merchants are obliged to 
depend upon themselves for the means of their defence. 

The experienced utility of their services has procured them considerable privileges. 
They are regarded as neutral in all ways; they enjoy a right of transit through #11 
countries and the armies which spare nothing else, act under a special obligation, seldom 
violated, of respecting the property of the Ban jar as.” 

(Mill and Wilson, History of British India , V, p. 395. Lowe — Muntakhaba't 
Tawarikh, p. 240, note.) ; J 


10 
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,75 per, cent, of the produce to the market, whilst village banias and 
beoparis cany 25 per cent. The beopari, however, plays a 'more 
important part in the marketing of valuable crops like linseed, mus- 
tard, wheat or sugarcane. While the cartman’s operations are con- 
fined mainly to roadside villages, the beopari goes everywhere, and 
either pays in cash or takes over the produce on credit. The beopari 
in his turn sells to the arhatia who forms the next link in the chain 
of marketing agencies. Occasionally too, the agents of large exporting 
firms visit the bigger markets and landlords collecting wheat, barley 
and oilseeds. Sann (hemp) is purchased by an English firm through 
beoparis m Partabgarh district, which carries on its export business on 
the spot from October to January. 

250. Difference between organised and unorganised markets . — 
There is a regular routine in agriculture; the cheaper food grains are 
grown xn the kharif, the money crops in the rabi. But where cir- 
cumstances are favourable, where irrigation is adequate, where soils are 
specially fertile, or agriculturists specially skilful, there is a tendency 
to abandon routine and to grow more of the remunerative crops such 
as sugarcane, cotton or wheat. And marketing matches production 
a tr “ ct routine agriculture, where the quantity of marketable crops 
is small and their quality poor, the trade is in the hands of small men 
and concentrated m village markets or small mandis. But in a tract 
such as the western districts, where there is a large production^ Ste 
valuable crops the traders are wealthy, and the markets, though few 

Jo 3 It if I m ganised ’ es P eciall y if communications are 

found the fin ' ^, eSe , blggei ;.“ & that the wholesale arhatia is 
?™ d A the fancier who, by lending capital to the beoparis, makes sure 

wt ^ e , pr0d "f of tlle neighbourhood should reach him regularly at 
West time, the commission agent of the wholesale merchant and the 
mill, and the most important link in the chain of v v 

unites the onlti ra ,or J tte exporter. ^^4^3 Tnfc 
smaller mandi or even m the painth, but there he is a mere collecting 
agent, who passes on the produce to the big arhatia in tho w™ r 
,who often finances him. g the larger mmch ’ 

mr, ft Hypothecation and disposal of crops to moneylenders ~(n) 

“■ — £ -I- 



( 153 ) 

market rate at the time when the crop ripens. The cost of crushing 
is borne by the cultivator, who also pays the mahajan rent for the 
machine which he supplies. This advantage covers the loss which the 
hhandsali suffers by charging no interest on the loan. The following is 
a typical example from Bareilly district. The hhandsali advanced 
in July, August and early September about half the yield 
of sugarcane valued, the balance being given at the time of crushing. 
The cultivator by a forward contract accepted a rate of Es. 20 to Es. 25 
per 100 maunds of juice. As the proportion of juice to cane is 11 to 
20, this works out, roughly, to 2J annas per maund of cane. Some- 
times the hhandsali offers a higher rate of Es. 40 to Es. 50 per 
100 maunds of juice, but in this case he charges interest at the rate of 
24 to 36 per cent, on the advance, which counterbalances the bette ' 
price. If the cultivators had sold it at the harvest rate they would 
have obtained nearly 8 annas per maund (of juice). 

(b) Cotton. — The mahajan often secures a cotton crop by forward 
agreement at a low price. The following is an instance from Gawnpore 
district. A mahajan purchased 100 maunds of raw cotton for Es. 8 
per maund. He sold the raw cotton in one of the larger markets for 
Es. 9 a maund, making a profit of Es. 100 on expenditure of Bs. 800; 
his charges for cartage, handling and market dues would be some 
Es. 15, so that his net profit was Bs. 85 or 10*7 per cent. The culti- 
vator received, net, approximately fourteen annas per maund less than if 
he had marketed his crop himself. 

(c) Flowers. — The perfume dealers of Kanauj, Delhi or Ahmad- 
abad make advances to farmers, who stipulate to supply roses produced 
in. the next season at a price settled when the contract is made. The 
perfume manufacturers of Jaunpur also advance money to rose growers 
in Ghazipur on similar conditions at nominal interest. 

{d) Ghee. — A siipilar system of advances is prevalent in many 
districts for the marketing of ghee . The arhatias lend money to the 
village ghee dealers, who in their, turn advance small amounts to culti- 
vators. The latter undertake to supply to the dealers a fixed amount 
of ghee during the season. The price paid for ghee in advance is usually 
from 25 to 30 per cent, below the current market rate, and is often 
based on a seer of 80 to 120 tolas. In Etawah the cultivator also 
agrees to a penalty clause in case he fails to supply the stipulated 
amount of ghee; the value of the balance at the current market r%te 
plus 25 per cent, is deducted from the amount paid to him at the 
beginning of the next season. The village ghee dealer thus collects 
ghee from the countryside and sells it to his arhatia , who disposes of 
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it to the merchant at a price which is settled by bargaining. At Eta wan 
the price settled is usually based on the price prevailing at the time in 
Calcutta; but whereas the Calcutta maund is one of 40 seers, the 
Efcawah is one of 50 seers. Several market dues have to be paid by the 
village dealer, while certain deductions are also made for adulteration 
or for rnattha (curds). 

252. Open prices . — When the cane, cotton or hemp grower is 
advanced money against the valuation of a crop before it is harvested 
he has little incentive to maintain or improve its quality, which suffers 
accordingly. It is not, however, true that the mahajan or beopari 
can always get the cultivator into his grip or that he abuses his 
advantage. The cultivators are shrewd enough to ascertain the mancli 
prices and to calculate their transport and other charges; and the 
solvent among them often dispose of their produce not to the beopari , 
but directly at the mandi. In an organised market like that at Hapur 
cultivators from distant villages assemble in the morning at the shop 
of a kachcha arhatia together with pakka arhatias or their brokers. 
The bargain is the result of competition; the karda (allowance for waste 
due to dirt and adulteration) is settled by the kachcha arhatia. The 
palladari (porterage) and weighing charges, doles for charity, etc., are 
paid by the cultivator. Even after deducting these charges the cultivator, 
when he markets his produce himself, obtains a good price for it. 

253. The role of the beopari. — Of all the parties to a transaction 

in grain, whether it takes place in the rural or in the urban market, 
the most important is the village bania or beopari ; and his importance 
increases with the distance between village and market. The beopari 
takes upon himself all trade risks, while his margin of profit, especially, 
in the face of competition, is always small, sometimes little more than 
enough to cover the expenses of transport and marketing. His profits 
depend mostly upon fluctuations of prices and upon certain economies 
which the cultivator dealing in small quantities cannot secure. By 
the intervention of the beopari the cultivator avoids all trouble and 
risks, mostly resulting from his own ignorance, and incur expenditure that 
handles large supplies, and by experience has learnt when to store and 
when to sell. The beopari is often himself a cultivator, rich enough 
to take risks which an ordinary cultivator cannot; for if a 
small cultivator were to market his produce himself he would run many 
risks, mostly resulting from his own ignorance, and incur expenditure that 
he capnot afford for transport, lodging and food. In short, in the present 
unorganised system of credit and marketing the itinerant beopari is a. 
necessity. j 
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254. Difference of prices betiveen the large mandi and the country 

mandi . — But the beopari , partly perhaps because he is indispensable, 
is apt to exploit the ignorance ancT helplessness of the peasant, like his 
compeer, the village mahajan , by manipulating prices; and as the num- 
ber of buyers in the country market is limited, the village seller is often 
unable to obtain a fair price in the small mandi . In Rohilkhand wheat 
sells in the large mandis at 8 seers per rupee; but the cultivator who 
brings his grain to the village market gets 9 seers per rupee, a loss of 
9 annas a maund. In the village markets of Benares district hemp 
sells at R.s. 5 per maund; in the city market after payment of cartage 
and market dues at 1*2 annas a maund, it sells at Rs. 7, a difference of 
Es. 1-4-0 a maund. ( 3 ) In the district of Lucknow the bania has ordin- 
arily a margin of at least 12 per cent, owing to the difference in rates. 
The usual difference between the village and the city market rates in the 
case of valuable grains is one seer, in the case of coarser grains it is 2 
seers, per rupee. Accurate data relating to this difference in rates are 
not available for all parts of the province; but it is evident that the 
difference is large and, as it cannot be accounted for by transport and 
other necessary charges, must be due to inefficient marketing arrange- 
ments. . 

255. The roles of the kachcha and the pakka arhatia . — As the 
beopari links the village with the small mandi, so the kachcha arhatia 
is the link between the small mandi and the big organised market. 
The distinction between the kachcha arhatia and pakka arhatia which 
'is found in some big markets is of great importance. The kachcha arhatia 
acts as a commission agent for all sellers in the countryside, including 
cultivators, village banias, beoparis and other itinerant carriers. The 
pahka or wholesale arhatia does not deal directly with the sellers, but buys 
through the kachcha arhatia. It is to him, rather than to the kachcha 
arhatia , that the exporting firm or grain merchant send their agents. 
The volume of his business yields him so large a profit, that the loss 
which he incurs by buying through the kachcha arhatia scarcely affects 
him. The pakka arhatias at such a market as Hapur are in close touch 
with the foreign markets through their head offices at the ports; and 
thus the movement of world prices govern the Hapur prices, which in 
their turn govern the prices of the small market and the village. But 
the arhatia 1 s sales are not only to the export and wholesale trade, but to the 
retail trade too. He is the primary distributor of agricultural produce, 
and so stands at the apex of the structure of Indian marketing, wi4h 
the kachcha arhatia and the dealer in the small mandi in the middle 
and the village bania. beopari and cartman at its base. 

(*) ^ r * Gk Clarke’s evidence before the Royal Agricultural Commission, Vol. VII, 



256. Marketing finance. — Marketing finance begins when the pro- 
duce is ready on the threshing floor, or even earlier, if the cultivator has 
received an advance on the understanding that he will sell his produce 
to the creditor. The money for this initial advance, or for the purchase 
price, is provided by the beopari or kachcha arhatia. Neither of these nor 
the cultivator himself is able to hold the produce for a rise in price and 
must bring it as early as possible to market. Whether it is the cultivator 
himself, or the beopari , or the cartman who brings the commodities, 
whether they are sold directly or through the kachcha arhatia , they are 
ultimately bought by the pakka arhatia, and it is he who has to provide 
the money for the purchase. If he has already advanced money to the 
beopari to enable him to purchase in the village he simply makes an 
entry in his book, credits him with the value of the goods, and so decreases 
his loan. Thus it is on him that is thrown the burden of providing 
marketing finance as soon as the crops are harvested, or, at all events, the 
greater part -of that burden. 


257. The arhatia’ s personal capital is seldom large enough to meet 
all the requirements of his business, and he must himself borrow to 
increase his resources. He usually wants financial facilities in three 
forms : (a) For general business purposes, to advance to the beopari , 
or for storage and movement of goods, etc.; (b) against storage, to pay 
for the produce and hold it till it is sold, or till the client on whose 
behalf he is holding it has paid for it in full; (c) for the movement of 
produce from his mandi to the port town, mill yard or other place where 
it is required. The following are the methods in which he obtains 
money for these objects. 


258. (a) For general business purposes. — The arhatia makes arrange- 
ments with his sarraf or bank to give him the necessary accommodation, 
the amount and nature of which will naturally depend upon his relations 
with his banker, his past dealings, his financial position and the volume 
of his business. The advance may form the subject of a demand pro- 
mote, a running account or a muddati hundi. The lender may simply 
rely on jiis signature or ask for a second signature. If the advance is in 
the form of a muddati hundi, the payee, i.e., the sarraf who makes the 
advance, may in turn endorse the hundi to a commercial bank to be 
discounted, and so recoup his resources. If the banker’s office is situ- 
ated in the same place as that of the arhatia the transaction is simple; 
ho obtains money from, and repays at the banker’s office. But if the 
tender and borrower live in different places, the funds can be transferred 
in one of two ways 

(i) The lender sends a hundi or another instrument payable at the 
place where the borrower resides. The hundi is usually 


darsh ani, but it may be a matured muddati hundi , drawn 
by some trader in that place, and now due for payment, 
fii) The borrower draws a clarsliani hundi upon his financier and 
sells it in the local market. 

The reverse operation follows when the payment is due. 

The arhatia often has standing instructions from his more impor- 
tant clients to draw money from them whenever there is a chance for 
favourable business: Sometimes, too, he has an arrangement with 
his correspondents or agents in other big centres or port towns, by 
which they take loans at the beginning of the season which are later 
liquidated by the despatch of goods. 

( b ) For storage . — This is a much more common form of advance. 
The arhatia pledges his goods to his financier. He has produce stored, 
in godowns, kothas or khattis , and he transfers the possession of the 
godown to the lender. If his financier is an indigenous banker he 
simply contents himself with the key of the godown; but if he is dealing 
with a commercial bank, the bank puts on its own lock and signboard. 
This gives notice to the whole market that the godown is hypothecated 
to the bank. Such a notice has the effect of reducing, pro tanto, his 
credit; and some of the bigger arhatias regard it as derogatory, and 
will not take advantage of the financial accommodation which storage 
can procure. The banks generally advance 75 per cent, of the value 
of goods, but the sarraf is satisfied, as a rule, with a smaller margin and 
in some cases may even forgo it. We have dealt with rates of interest 
elsewhere. They have fallen of late and are now reasonable. 

The arhatia often stores goods on account of his client. He usually 
asks for a small margin, less than that required by his banker, and in 
special cases may even dispense with it. On the other hand, a client 
whose means are substantial may pay the arhatia the full value of the 
goods to save himself from interest charges. As it is not always possible for 
a banker to be present when goods are being stored, he cannot be certain 
that the goods are as represented, and that there is not a layer of 
inferior goods or even rubbish at the bottom. Accordingly the lender, 
when making an advance, does not rely solely on the security, but has 
regard to the borrower’s reputation for integrity. It may be incidentally 
mentioned that the kotha or khatti may be sold several times before 
it is finally emptied and its contents sold for consumption or export. 
For the quantity and quality of contents the intermediate purchasers 
rely upon the bee/jak (invoice) of the person who first filled the koilta or 
khatti , which invoice passes from every seller to every purchaser. It is 
extremely rare that the beejak is fradulently prepared, but if on opening 
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the store a discrepancy is discovered between the actual weight or quality 
and that described in the beejak, the original or first seller is respons- 
ible for making good the difference. The beejak , however, is not an 
instrument of ownership, but only evidence of weight and quality. 

(c) Movements of goods . — When the arhatia sells his goods locally 
he receives the value locally. Usually he has to wait for payment for 
a certain time after delivery, which time depends upon the custom of 
the mandu But if the goods have to be railed abroad he will either 
.receive payment direct from the purchaser or, more commonly, he will 
draw on the purchaser for the funds. The sale price may either be 
absolute or dependent on the quality. In the former case he may draw 
up to the full value, but in the latter case he is generally allowed to 
draw' only up to 90 per cent, of the price, when the balance is adjusted 
on the basis of quality after the goods have been examined by the 
.purchaser at destination. If he is simply consigning goods to his agent 
for sale on his account, his agent will advance him up to 75 or 80 per 
cent, of the market price, and the account is finally settled after the 
goods have been sold. 

Funds are drawn by means of a darshani hundi : the seller or agent 
at destination pays the amount of the Ttu/ndi to its payee or holder. 
Such hundis may be either supported by a railway receipt or be clean. 
In the latter case the railway receipt is sent directly to the consignee 
and is made out in his name; in the former case the consignor and 
consignee are the same, so that he may be competent to endorse -the 
receipt to the banker to whom he offers the documents for purchase. 

The banks generally prefer that hundis should be supported by 
receipts, since their risk is thereby reduced. The limit for the purchase 
of clean hundis is considerable only in the case of respectable clients. 
Some consignees, however, insist on receipts being sent direct to them, 
either as a matter of prestige, or because they themselves have to 
take an advance on the goods before they can pay the hundi. The 
banks will rarely assist the Smaller arhatias in such a case, who must 
then sell their darshani hundis to a sahukar or sarraf. 

We have so far considered only cash sales. Sometimes, m arhatia 
sells on credit, at a period fixed by mutual arrangement. Contrary to 
the practice of some western countries, such accommodation is rarely in 
the form of usance bills, but of book debits ! _Jf &-htmdi is passed on 
by the purchaser in favour of the selleF the latter can efidorse it to his 
financier, and get accommodation in case of need. 
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259. Improvements in marketing finance. — This description makes 
clear the deficiencies which exist in the present system of marketing 
finance. We make the following suggestions : — 

(a) The cultivator’s power of holding up stocks should be in- 
creased ; this is possible if the co-operative credit societies 
undertake marketing finance. The cultivator will then be 
able to get practically the full market price on the security 
of his produce, without actually selling it. And because 
the whole of the crop will not be marketed at the same 
time and sale will keep pace with demand, the return to 
the agriculturists will be increased. 

(h) Storage . — We show later how storage could be reformed so 
as to create negotiable instruments of ownership. 

(c) Trade bills. — If merchants introduce trade muddati hundis , 
instead of the present book credits they will create nego- 
tiable instruments of an acceptable kind, which can be 
used as, and expand the basis of, credit. 
id) Railway receipts and darshani hundis. — If the practice of sup- 
porting darshani hundis with railway receipts be extended 
it will be easier to sell them in the market and to banks. 

260. Dealings in futures. — The agriculturist in an outlying area 
suffers a great deal from the fluctuation of market prices; and in all 
agricultural countries, we find, besides the distributors, a class of traders 
who specialize in undertaking commercial risks and whose transactions 
are in accord with the seasonal and world movement of prices. Their 
business tends to make daily market prices correspond to the move- 
ments in supply and demand as they vary from season to season. In 
our province this function is chiefly in the hands of the pakka arhatias 9 
through transactions known as badni ha satta.( 3 ) At TIapur, Ghaziabad, 
Meerut, Muzaffarnagar, Deoband, Shamli, Secunderabad, Dankaur, 
Hathras, and Agra large dealings in futures take place; each market 
speculates chiefly in its own special product, — wheat in the marts in 
Meerut district, wheat, cotton, barley and bajra in Hathras, and cotton, 
cotton seeds, gram and bajra in Agra. Such transactions take place in 
terms of khattis , sacks, maiinds or (in the case of cotton), khandis . 
Most of these transactions are settled in terms of differences, i.e., the 
amount by which the value of the commodity rises or falls; not merely is 
there no actual delivery of goods, but a very small sum may serve as 
cover for a. large transaction. There are different conventions in differ- 
ent markets relating to the time and methods of settlement charges, 
and the proportion of the cover to the amount of the transactions. The 
Chambers of Commerce established in many of these markets are now 


( 3 ) Badni^e ontract for future sale (of grain). Satta^ transaction. 


endeavouring to regularise these conventions in the form of rules and 
bye-laws. There are, however, many merchants who have not yet been 
enrolled as members, and many transactions take place outside the Cham- 
bers’ jurisdiction. Members, as well as non-members, often indulge in 
unauthorised transactions such as teji ka satta (put option), mandi ka 
satta (call option), and nazrana (double option). And their effects upon 
prices are very different from those produced by the expert speculator 
who deals in futures after a due consideration of present stocks, of the 
tendencies of demand and seasonal supply, and of the tone of the outside- 
markets. 

261. Dumping. — There is some evidence to show that exporting- 
firms are occasionally guilty of dumping agricultural produce to facilitate- 
purchase at lower prices. Thus in Eae Bareli, “the charge levelled 
against the leading exporting firm is that it shatters prices with a travel- 
ling load of 10,000 maunds of grain, which is dumped in the area in which 
prices are steady to lower them ad lib , and then, after effecting pur- 
chases, the prices are forced up again. The well-known evils of cornering 
and dumping are practised in a novel form.” 

262. Practical defects of marketing. — There are other defects in the 
marketing system which can only be cured by legislation or administra- 
tive regulation. These are : — 

(а) the use of a variety of local weights or measures; 

(б) false weighment; 

(c) the levy of a variety of incidental charges and imposts; 

(d) the absence of grading; 

(e) the secret settlement of prices. 

263. (a) Variety of local weights and measures. — The confusing 
variety of weights and measures in India has often attracted the atten- 
tion of the Government. The Weights and Measures Committee re- 
commended standardisation in 1913-14, but its recommendations have so- 
far been ignored. Eecently the Eoyal Agricultural Commission have 
dealt with this matter. They realised that local trade custom and. 
tradition were serious obstacles to all-India legislation, and recommended 
that the Government of India should again undertake an investigation 
of the subject and lay down general principles to which the provincial 
governments should adhere, so far as this is possible without undue inter- 
ference with local trade customs. 

264. We strongly recommend that the United Provinces Govern- 
ment should institute an inquiry to ascertain what weights and measures 
are used in different parts of the province for all kinds of grain transac- 
tions and payment in kind, with a view to introducing standard weights- 
and measures. In many areas the weight used for rural transactions 
m different from that used in the mandi; and it is always the cultivator 
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who suffers. Thus in Muttra district, for instance, the village ma-und 
is 45 seers, and though it is converted into standard measure there is 
always room for discrepancy. There is already a tendency for approxi- 
mation of local to standard measures, and any action taken by the govern- 
ment will accelerate the change. 

265. ( b ) Incidental charges . — In most markets there is a large 

variety of incidental marketing charges. It is only in the bigger mandis 
that the arhatias levy uniform charges from cultivators, and even here 
these differ from the charges which the beoparis have to pay; for the 
beoparis are frequent visitors to the mmidi , and the arhatia is anxious 
to secure their custom. Further, the charges for various items differ 
in different arhats; and cultivators and beoparis , when they are confronted 
bn their way to the mandi by the agents of the arhatias , can never be 
certain whose total charges will be the smallest. We have some inter- 
esting evidence as regards these charges both in organised and country 
markets. We here give a comparison of the charges in the mandis at 
Hap nr, Ghaziabad, Hathras and Agra on the one hand, and a country 
market in Partabgarh district on the other: — 


Items. 

Hapur. 

Ghazi- 

abad. 


Ks. a. p. 

Bs, a. p. 

Taulai (weighment) 

14 0 

19 0 

Dan (charity) 

0 10 0 

0 10 0 

Wages 

0 2 6 


Filling charges .. 

0 0 6 


Bag allowances . . 

0 3 0 

0 S G 

Karda (dnst, dirt, 

0 5 0 

0 5 0 

etc.). 



Octroi 


0 8 0 

Charity 


0 1 0 

Extra weight 


0 10 0 

Dalladari (porter- 


, . ; 

age). 



Brokerage 

* * 

. . 

Shakgirdi (reli- 



gious deduction) 



Goshala 


. . 

21am Vila 



Miscellaneous 


: ■■■>■■* '■■■■ 

A rath,. 



Jhari (zamindar’s 


«■, ' 

tax). 



Weighmen’s char- 


■ « • ■ 

ges. 



For weiglimen in 



kind. 



Dharamshala 



Piau (water 


, , 

charges), 



Sweeper 



Total 

2 9 0 

4 3 G~ 


Hathras, 

Agra, 

A country 
market in Par tab.- 
gar li. 

Es. a, p. 

Es, a. p. 


1 11 0 

1 9 0 


0 9 0 

15 0 | 


1 "i 0 

1 *i 0 


0 5 0 

0 5 0 


0 4 0 

■ •• 


0 10 




0 0 3 


0 1 C 

0 0 6 


0 10 0 

0 10 0 ; 



■ 

6 chhattaks in three 



maunds. 


•• i 

S pies per rupee 


- .■■■. V/: 1 

1 to 11 seer in 4 



maunds. 



2 chhattaks. 


F 

1 chhattak. 



r 

; ' 

• 

Ditto. 

! 4 13 0 

5 19 

The above charge! 

[ V-; 


for a load wort I 



I Es. 103 amount fc< 



| Es 2-13-0, 
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Transport charges are roughly Es. 3 per cart load of 20 to 25 mannds 
for a distance of twenty to twenty-five miles. Thus the total sum 
payable between threshing floor and arhatia's godown is about 5J annas a 
maund; or 6J per cent, if the grain is selling at Es. 5| a maund. 

266. (c) Other defects. — The arhatia’s weighman is an adept at 
false weighment; the beopari and the cultivator are equally adept at 
ingenious adulteration. Purchaser and seller try to outwit each other 
in an unfair game. Neither the merchants nor the cultivators in out- 
lying areas have any accurate knowledge of the seasonal or daily variations 
of prices, and often depend upon their mother- wit in the settlement of 
prices. In many mandis the dallal or broker uses secret signs to prevent 
the seller from following the course of long drawn-out bargaining. 

267. Regulated general markets. — In the Bombay Presidency the 
Bombay Cotton Markets Act, passed in 1927, established regulated cot- 
ton markets. We consider, however, that markers for separate com- 
modities are not suitable for this province, as most of the present mandis 
trade in- a variety of commodities. This province needs regulated 
general markets, such as exist in Berar. We suggest that govern- 
ment, after making such inquiries as may seem necessary in suitable 
markets, should consider the question of introducing legislation. As 
recommended by the Royal Agricultural Commission the initial ex- 
penditure on land and warehouses incurred in starting such regulated 
markets should be met from a government loan. In a regulated mar- 
ket, complaints of wrong weighment, disputes regarding the quality of 
produce, and unfair arhat or incidental charges would. all become im- 
possible. It would be governed by a committee consisting of repre- 
sentatives of the various interests, concerned whose duties would be to 
regulate the method of sales, to frame regulations for the control of 
middlemen and of market practices, and to deal with cases of fraudulent 
weighment, unauthorised deductions, or other illegitimate acts. The 
Royal Agricultural Commission have approved of. this system and re- 
commended its introduction in various parts of India, and have fully 
discussed the details of management. Chambers of Commerce are 
already established in some of our bigger mandis , such as Grhaziabad, 
Hapur and Ghandausi, and have already done a good deal to organise 
and regulate their markets. But there is still much to- be done, especially 
in the matter of grading produce, for which certified inspectors, prefer- 
ably m government service, will be necessary. 

268. Co-operative marketing. — But for efficient marketing more 
is required than mere regulation of markets. The most promising of 


( 163 ) 

various suggestions for improvement is the introduction of co-operative 
marketing societies. We have made little progress in this direction as 
compared with Bombay and Bengal, where a considerable number of 
co-operative sale societies are at work,, giving the benefit of good prices,, 
of grading, and of standard weights to the cultivators. In the Punjab , 
too, there are nineteen co-operative commission shops. Our province 
has done little in this direction. ( 4 ) We must insist that the success of 
co-operative credit is jeopardized, to a large extent, by the absence of 
organised marketing. The credit society and its members will benefit 
materially from the sale society, since the latter will collect the former’s 
dues, and secure for its members a better price for their produce. Or 
it may be found possible for one society to combine both credit and sale 
operations. 

269. Methods of storage . — The existing methods of storage are 
primitive. The peasant, according to his need, keeps his grain in ear- 
then pots, in sacks, in bins or enclosures made of matting, mud and 
wickerwork, in large earthen cylinders, in a spare room, or (where the 
water level is low), in underground pits. Primitive as they are, such- 
methods serve the peasant’s turn: for he has not much to store, and 
since he stores for subsistence, not for sale, his stocks do not remain 
stored for long. Storage in the market differs from village storage in 
degree rather than in kind. The kotha or barn replaces the kothila or 
bin : the market khatti is an underground pit like the villager’s, only 
larger : the godown is a warehouse where the grain is stocked in bags 
of sacks. Merchant and peasant alike suffer a certain loss from 
insects, or rats, or underground damp; yet it would be difficult to per- 
suade either of them to adopt improved methods. The expense would 
be great, the climate is unfavourable, and except in the largest 
markets, the stocks held are usually small. As the routine agriculture 
of the present day is gradually transformed into commercial farming, and 
the cultivator gains power to withhold produce from sale against 
a rise in prices, the need for improved storage facilities will no doubt 
gradually increase. The peasantry of this province are not likely to 
require grain elevators or licensed warehouses for some years to come. 
But the advantages that are likely to accrue from a warehousing system 
on modern lines are so great that we desire to make certain general 
observations on the subject. 

270. Licensed warehouses . — As a basis of such a system, we are 
content to accept the provisions of the late Mr. Madan’s draft Sill 

(*) Becently co-operative marketing of sugarcane has begun with great promise io, 
Gorakhpur district. 
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" £ for the establishment of independent warehouses,” a copy of which 
we received from the Central Committee and which we have reproduced 
in an appendix to this chapter. O To put his proposals briefly, such a 
warehouse must conform to certain conditions, laid down by statute or 
statutory regulation, in respect of such matters as sanitation, adulteration, 
grading and management generally; it must be subject to government, 
supervision and inspection; and the warehouseman and the grading staff 
must be licensed by government. The warehouse warrant would be a 
negotiable instrument of title, and as such available to act as security 
against a loan, or to support a trade bill. 

271. There is one point with which this draft Bill does not deal, but 
which we regard as important. The warehouseman cannot be permitted 
to deal in, or lend money on, goods of any kind which he receives in 
his warehouse, either on his own account or on that of others; to buy 
or sell others’ goods on credit, or to act as a guarantor of such business. 
Similarly, he must not himself take part in the grading of the goods 
which he receives : the grading officer must be entirely independent, 
and preferably an officer in government service. The object of these 
conditions is obvious : the warehouseman to whom depositors entrust 
their goods for safe custody must not be in a position where he may be 
tempted to tamper with those goods, or exercise pressure on the de- 
positor to sell him his goods outright. 

272. Since government must, in any case, retain a large mea- 
sure of control over such warehouses, the question arises whether it 
would not be advisable for government to retain their management 
entirely in its own hands, so that warehousing would be a State under- 
taking, worked by a State department. In this connexion some ex- 
perienced witnesses argue as follows. Since, sooner or later, all goods 
that are surplus in one place must be transported by rail to another 
place where they are needed, the warehousing system, as a mere matter 
of convenience, must be linked to the railway system. The best loca- 
tion for a warehouse is actually at a railway station; and as the railway 
company must sooner or later handle a part of the goods, it will save 
both some trouble and some expense, if it takes over custody of those 
goods from the beginning; for instance, reweighment would then be 
unnecessary, and disputes about differences of weight would be imposs- 
ible. Accordingly, since the State through its State railways can (*) 

(*) The Bill takes no account of certain matters of some importance, though most 
of these we refer m the text : a complete list will be found in Evidence, Vol. II, pp. 90 - 91 , 
of these we refer in the text : a complete list will be found in Evidence, Yol II, pp. 90 - 91 . 
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conveniently , and should, take over the management of a large number of 
warehouses (including, ex hypothesis all the most important), it 
may as well take over the management of all warehouses. 

273. We are of opinion that, even on their own premises, the 
advocates of State intervention somewhat overstate their case. Many 
commercial centres possess more lines of railway than one, and their 
stations are not always contiguous : ( 6 ) at which station, in such 
a case, is the warehouse to be located? Elsewhere, the business quar- 
ter of the city in question may be situated at a considerable distance from 
any station : in such a case the most convenient site for the warehouse 
would generally be in the business quarter. ( 7 ) Again, the market or 
manufacturing centre might be situated either at a considerable dis- 
tance from any railway station, or from any station where large quan- 
tities of goods could conveniently be handled. ( 8 ) In all these cases, 
the usual method of linking the warehouses to the railway system would 
be by private sidings and private lengths of line. And, lastly, no ware- 
housing system would be complete unless every little market has its 
own little warehouse. The position, therefore, is that whilst the rail- 
ways could manage a certain number of warehouses without much diffi- 
culty or much additional expense, there would be some which it could 
not conveniently manage, and many which it could not manage at all, — 
save at a prohibitive cost. And we should he strongly averse to the 
alternative course, — namely, the creation of a separate warehousing 
department. Not only is it almost impossible for government, as the 
result partly of heavy overhead charges, partly of the rigidity of its 
financial system, to manage any commercial undertaking as cheaply as 
a private firm: but w T e consider it undesirable that the State should 
appropriate to itself a profitable business, unless that business is too 
large for private enterprise, or of great national importance. 

274. The licensed warehouse system, in the present condition of 
marketing, presents many advantages. Firstly, the producer by means of 
the grading system will learn that profit results from improved quality, 
of seed, of manure, of agricultural methods. Secondly , it will ensure 
the use of correct weights and defeat any attempt at fasle weighment and 
also adulteration. Thirdly , it will greatly reduce handling, weighing 
and other incidental charges. Lastly , it will provide a new negotiable (*) 

(*) Lucknow has three lines of railways : the stations of the East Indian Railway and 
the Rohilkhand and Kumaun Railway are adjacent; the nearest station of the Bengal and 
North-Western Railway is at a considerable distance. 

C) For instance, Cawnpore and Lucknow. 

(®) For instance, Clutterbuckganj near Bareilly, the home of the resin industry 
and an important centre of the timber trade, which has two private sidings. 
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instrument of title, the use of which does not present the sentimental- 
objections which influence the merchant who hypothecates his goods 
as security to a bank, — namely, the affixation of the banker’s seal and 
name board. In this connexion, however, it is as well not to exaggerate. 
There are some who regard the warehouse warrant as likely to facilitate 
the use of trade bills. But it would certainly be inconvenient to sup- 
port a bill by such a warrant. The bill would often pass through a 
series of discounts; if the original holder wished to sell his goods, or any 
part of them before the bill had been met, he might find it difficult to 
trace and recover the warrant, and in any case, whether he recovered it 
or not, he might have to meet the bill before it was mature, at a time 
when to meet it caused him inconvenience. The warehouse warrant 
makes suitable security for a loan, an overdraft, or a cash credit; but 
a trade bill must always depend on the personal reputation of the person 
who draws it. The advantages of an organised system of licensed 
warehousing are sufficiently great without such exaggeration. 

275. Recent changes in marketing methods. — It is difficult to 
gauge present tendencies in agricultural marketing and finance. Changes 
are undoubtedly going on to suit the circumstances of modern trade and 
finance, although such changes are more evident in the big trade and 
industrial centres than in the country towns and markets. For instance, 
the richer cultivators are, to some extent, bringing their crops to market 
on their own carts, ponies, or other conveyance^ or through hired carriers, 
and in some cases are looking to the arhatia rather than to the village 
bania for their finance. In the same manner large buyers who them- 
selves are shippers overseas are now beginning to deal direct with large 
cultivators. Both changes are for the better, since they will 
simplify trade by eliminating middlemen. But it is doubtful 
whether such tendencies as yet have spread to any great extent. In the 
present conditions of communications and transport in the countryside, 
the beopari is an indispensable link between the village and the grain- 
market. The cultivators deal in small quantities; the grain is of 
diverse varieties; their sales of produce are occasional, and they know 
nothing of grades of quality. They cannot follow market conditions, 
and, even if they have information about market prices, they do nob 
know what their local prices should be. Further, the credit of a small 
cultivator is small and precarious, and he must depend upon the village 
mahajan , a local man who knows his solvency, * for the necessary" 
capital to carry on his agricultural operations. The village mahajan 
and rbeopari are also small men, who depend on borrowed capital, and 
look to the arhatia or the local sahukar for their finance. Joint-stock 
banks are still few in number, at all events in rural areas; whilst the 
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co-operative movement, which is at present concerned with the primary 
function of organising credit, has helped the cultivator very little in 
disposing of his produce. Thus the middleman for years to come will 
be an essential feature in rural economy, — his principal function the 
collection and distribution of produce, and the adjustment of supply to 
demand from locality to locality and from season to season. But the 
sooner the present system of marketing can be simplified by the elimin- 
ation of middlemen or the telescoping of their functions, the better for 
the producer : for at present he undoubtedly loses to the middleman a 
considerable part of the profit that should go to him. 


II 


APPENDIX. 


The American system of licensed warehouses. 

In India, as elsewhere, when a merchant or manufacturer is in 
need of funds, one of the ways in which he can raise them is by hypothe- 
cating his material, goods, or stock-in-trade to a bank which then 
allows him an overdraft or cash credit. But this system' has certain 
defects. — 

(1) A bank must keep a large proportion of its funds in a liquid 
form, i.e., cash or easily negotiable securities. A merchant’s goods are 
not an asset of this kind, since they cannot be quickly turned into 
cash. The amount of finance of this kind that the banks are willing 
to offer is, therefore, strictly limited. 

(2) When a merchant has hypothecated his goods he cannot afford 
to give credit to the customers who buy them, because when he sells 
them he must to the same extent reduce his overdraft, which can only 
be done with. cash. But a cash price is usually lower than a credit 
price, and the merchant loses whilst his customer also is often put to 
inconvenience. Further a merchant who has to sell at a low price will 
only buy, if he possibly can, at a still lower price : and the producer 
then suffers too. 

(3) The goods remain in the possession of the merchant : and this 
makes it possible for them to depreciate the bank’s security by mis- 
management, negligence or even fraud. To avoid this, banks often 
insist on the goods being stored in their- own godowns, — which a big 
merchant will resent as derogatory to his self-respect, — or on the provi- 
sion of some collateral security, — which the small merchant finds it 
difficult to furnish. Banks, therefore, are chary of this kind of transac- 
tion, and merchants cannot get all the credit facilities that they require. 

In the United States, the system till 1916 was much the same as 
it now is in India. An Act was then passed, which has been amended 
in 1919 and *19*23, to establish and regulate licensed warehouses. These 
warehouses are licensed by the Government, under conditions relating to 
supervision and inspection which ensure that the storage facilities are 
satisfactory and adequate, and that there are suitable arrangements for 
grading all products according to quality. The person placing his goods 
in such a warehouse receives a warehouse receipt, giving full informa- 
tion regarding the goods themselves and the manner of their disposal. 
On presentation of such a receipt the warehouseman is bound to hand 
over* the goods described in it to the person who presents it, subject to 
the discharge by the latter of certain liabilities. 

A warehouse receipt of this kind is simply a negotiable instrument 
of title, which can be and is readily bought and sold like any other 
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similar instrument. It is, in fact, a liquid asset in which banks can 
-.safely invest, or accept as collateral for a loan, overdraft, or cash credit. 
Since the goods are in the hands of a third party, who has everything 
- to lose and nothing to gain by mismanagement, they are entirely safe. 

The possibility of improving the credit facilities of the country by 
means of licensed warehouses of the American type attracted the atten- 
tion of the late Mr. B. P. Madan, who drew up a draft Bill on the model 
of the American Act. This Bill is reprinted below. 

-Draft of a Bill to encourage the establishment of independent warehouses 
in India and provide for their proper supervision and control. 

Whereas it is expedient to encourage the establishment of inde- 
pendent warehouses in India, and arrange for their proper supervision 
and control; it is hereby enacted as follows: — 

1. (1) This Act may be called the Indian Licensed Warehouses 

Act. 

(2) It shall extend to the whole of British India and shall come 
into force from 

2. In this Act, unless there is anything repugnant to the subject 
or the context — 

(a) “warehouse 55 will mean every building structure or other 

protected enclosure in which any raw produce or manufac- 
tures' are stored, 

(b) “person 55 will include two or more persons acting in partner- 

ship or a company registered under the Indian Companies 
Act, 1913, 

( c ) “warehouseman’ 5 means a person lawfully engaged in the 

business of storing goods and merchandise including agri- 
cultural produce, 

(d) “receipt 55 means receipt issued by the proprietor of a ware- 

house for goods entrusted to him for storage. 

3. The Governor-General in Council may on application to him 
issue to any warehouseman a licence for. the conduct of a warehouse or 
warehouses in accordance with this Act and such rules and regulations 
as may be made hereunder : 

Provided that such warehouse is found suitable for the storage of 
the goods or merchandise named in the application for licence and the 
warehouseman agrees to comply with and abide by all the terms of this 
Act and the rules and regulations made in pursuance of the same : 

Provided further that each such licence shall be on such terms and 
for such period as the Governor-General in Council may deem fit and 
such licence may be renewed, extended or modified from time to time 
at the discretion of the Governor-General in Council. 
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4. The Governor-General in Council is hereby authorized — 

(a) upon application of any person for a licence to inspect or 

cause to be inspected the warehouse or warehouses con- 
templated in such application, 

(b) at any time and from time to time order inspection of any 

warehouse or warehouses licensed under this Act, 

(c) to determine whether warehouses already licensed or for 

which licences may have been applied for are suitable for 
the proper storage of the particular class of goods or mer- 
chandise contemplated in the licence or application for 
licence , 

(d) to classify warehouses licensed under this Act according to 

ownership , location , construction , surroundings , capacity 
and other qualities, 

( e ) to prescribe within the limitations of this Act the- duties of 

the warehouseman conducting warehouses licensed under 
this Act, 

(/) to suspend and, if necessary, to revoke any licence granted 
under this Act for any breach of the provisions of this Act 
or of the rules and regulations made hereunder. 

5. The Governor-General in Council shall be entitled to collect a 

reasonable fee for examination of or inspection of any 'warehouse that is 
the subject of an application for a licence under this Act and shall also 
be entitled to collect a fee of not exceeding Es. per annum 

for each licence or renewal thereof under this Act. 

6. The Governor-General in Council may upon presentation of 
satisfactory proof of competency issue to any person a licence to inspect 
sample and/or classify any agricultural product or products stored or to- 
be stored in a warehouse licensed under this Act according to condition, 
grade or otherwise and to weigh the same and to certify the weight there- 
of upon condition that such person agrees to comply with and abide by 
the terms of this Act and of the rules and regulations prescribed here- 
I under so far as the same may relate to him. 

7. The licence of any such person licensed under clause 6 may 
he suspended or revoked by the Governor-General in Council if he is 
satisfied that such licensee has failed to correctly inspect sample, classi- 
fy or weigh any agricultural product or products or has violated any 
of the provisions of this Act or of the rules and regulations made here- 
under or has used his licence or allowed it to be used for any improper 

purpose whatsoever. 

*» 

' 8. Every warehouseman conducting a warehouse licensed under 

this Act shall receive for storage therein so far as its capacity permits 
any goods or merchandise of the kind customarily stored therein by him 


which, may be tendered to him in a suitable condition for warehousing 
in the usual manner in the ordinary course of business without making 
any discrimination between persons desiring to avail themselves of ware- ; 
house facilities. 

9. Every person who deposits goods or merchandise including raw 
agricultural products in a warehouse licensed under this Act shall be 
deemed to have deposited the same subject to the terms of this Act and 
the rules and regulations prescribed hereunder. 

10. For all goods and merchandise including agricultural products 
stored in a warehouse licensed under this Act original receipts shall be 
issued by the warehouseman conducting the same but no receipt shall 
be issued for any such goods and merchandise or agricultural products 
unless the same are actually stored in the warehouse at the time of issu- 
ance thereof. 

11. Every such receipt shall embody the following particulars, 
namely— 

(a) location of the warehouse, 

( b ) date of issue of receipt, * 

(c) consecutive serial number of receipt, 

(cl) statement whether the subject-matter of the receipt is de- 
liverable to bearer or to a specified person or to his order, 

(e) rate of storage charges, 

(/) marks, number and weight of packages received provided 
however that where it is some agricultural product in bulb 
the description and quantity thereof shall suffice, 

(g) the class and grade of any agricultural product received for 

storage where the depositor wishes it to be shown on such 
receipt in which case it shall be as certified by a person 
licensed under clause 6 of this Act, 

(h) a statement that the receipt is issued subject to this Act and 

the rules and regulations made hereunder, 

* (i) if the warehouseman is owner or joint owner of any goods 

the subject-matter of such receipt a statement to that effect, 

(j) a statement of the amount of advance made to the depositor 

or any other liability by the depositor due to the ware- 
houseman for which he claims a lien provided however 
that where the precise amount cannot be ascertained at 
date of issue of such receipt a statement that lien is claim- 
ed will suffice, 

(k) such other terms and conditions as may be 4aid down 

by the Governor-General in Council in' this behalf, 

(0 signature of the warehouseman or of some person duly autho- 
rized by him and the number of his licence/ 


12. Bo long as an original receipt issued under this Act is out- 
standing* and uncancelled by the warehouseman himself no other or fur- 
ther receipt shall be issued in respect of the same goods, merchandise 
or produce provided however that in case a receipt is lost or destroyed 
a fresh receipt may be issued in identical terms and bearing the same 
date and number as the original on satisfactory security being given by 
the person asking for such duplicate on lines laid down in the rules and 
regulations made in pursuance of this Act. 

13. Upon demand made by the holder of any such receipt and 
offer to surrender such receipt with such endorsement if negotiable as 
may be necessary and upon readiness to satisfy the warehouseman’s lien 
and/or charges, and give proper acknowledgement of discharge the 
warehouseman shall forthwith deliver the goods that may be the subject- 
matter of such receipt provided however that all such receipts that come 
back into his hands duly discharged shall be forthwith cancelled by the 
warehouseman and preserved on his record for at least three calendar 
years from date of such discharge. 

14. Every warehouseman licensed under this Act shall keep in a 
place of safety complete and correct records of all agricultural products 
stored therein and withdrawn therefrom and of all receipts issued by 
him and of receipts returned and cancelled and shall conduct the ware- 
house in all respects in compliance with this Act and the rules and 
regulations made thereunder. 

15. Every licensed warehouseman shall report to the Governor- 
General in Council the condition of his warehouse or warehouses, and 
the contents, operation and business thereof in such form and at such 
times as the Governor-General in Council may require. 

16. The Governor-General in Council may cause an inspection or 
examination to be made of any warehouse licensed hereunder and of the 
goods stored therein and of the books and records thereof at any time 
by person or persons appointed by him in that behalf. 

17. Whenever as a result of such examination it is found that a 
warehouseman is not conducting his warehouse in accordance with this 
Act or the rules and regulations" made hereunder or that he is charging 
unreasonable and exorbitant rates the Governor-General in Council may 

jorder his licence to be suspended and if satisfactory explanation of the 
breach of this Act or of the rules and regulations made hereunder is not 
forthcoming may order such licence to be revoked. 

18. The Governor-General in Council may order to be published 
in the Gazette of India the result of any investigations under clause 3- 
or under clauses 16 and 17. There shall also be published in the 
Gazette of India the names and locations of warehouses licensed here- 
under with the names and addresses of the licensees as also a list of all 
pcences revoked or terminated under this Act and the reasons therefor^ 
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19. The Governor-General in Council shall from' time to time 
make such rules and regulations as may appear to him advisable for the 
proper carrying out of the provisions of this Act. 

20. Every person who shall forge, alter, counterfeit, simulate or 
falsely represent or otherwise unlawfully use any licence issued by the 
Governor-General in Council under this Act or shall issue or utter a 
false or fraudulent receipt or certificate and every person who shall with- 
out lawful authority convert to his own use or use for the purposes of 
securing a loan or remove from a licensed warehouse contrary to this 
Act or the rules and regulations made hereunder any goods or mer- 
chandise stored or to be stored in such warehouse and for which licensed 
receipts have been or are to be issued shall be deemed guilty of a mis- 
demeanour and shall upon conviction be liable to a fine not exceeding 
ten thousand rupees or double the value of the goods or merchandise 
involved whichever is the greater or imprisonment for a period not ex- 
ceeding twelve months or both at the discretion of the court and the 
owner of the goods or merchandise so converted, used or removed may 
in the discretion of the Governor-General in Council be reimbursed out 
of the fines so collected to the extent that he may not otherwise have 
been reimbursed. 

21. Any person who shall with intent to deceive draw a false 
sample of or shall wilfully mutilate or falsely represent a sample drawn 
under this Act or shall classify grade or weigh fraudulently any agri- 
cultural products stored or to be stored under the provisions of this Act 
shall be deemed guilty of a misdemeanour and upon conviction be liable 
to a fine of rupees five hundred or imprisonment for three months or 
both in the discretion of the court. 

22. It shall be open to the Governor-General in Council to offer an 
inducement to the establishment of licensed warehouses as contemplated 
in this Act by way of grant of land free or at a nominal rental or by a 
subsidy towards the cost of construction or by guarantee of a reasonable 
return on the total capital invested or in any other way that may appear 
most suitable to the Governor-General in Council in such place or places 
and on such terms and conditions as may appear desirable to the Gov- 
ernor-General in Council provided however that where the inducement 
to be offered is a guarantee of a reasonable return on capital it shall not 
exceed a return of more than five per- cent, per annum and provided fur- 
ther that where any payment bv the Governor-General in Council be- 
comes necessary under any such guarantee a separate account shall be 
kept of the same and Government shall be entitled to one-half of all 
earnings of any warehouse so guaranteed in excess of a return of^six 
per cent, on the capital invested until the amount paid to such ware- 
house in order to implement the guarantee given to it and standing* at 
the debit of such separate account shall have been entirely wiped off. 
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CHAPTER VI. 

The present situation in respect of co-operation. 

276. Co-operation defined . — Co-operation may be described as a , 
method of work or a form of organisation which seeks to utilise and 
develop those moral forces which will enable people to unite on a 
voluntary and democratic basis for a common end, in order to improve 
their condition in every walk and phase of life, physical, mental and 
economic. Its basic principles are self-help and mutual help, while 
honesty, loyalty and mutual trust are its first essentials. Though we 
consider that it may ultimately be the cure for a great many evils, we 
deprecate the tendency to put forward co-operation as the sovereign 
remedy for all ills for which no other solution is apparent. It has 

its own difficulties, and the exact method in which it should be applied 
to each individual problem needs to be carefully studied in detail before 
any practical steps are taken to solve the problem along co-operative 
lines. 

277. The co-operative credit society . — The earliest and commonest 
form of co-operation in the province is the co-operative credit society 
for agriculturists. Its methods of work have varied considerably from 
time to time, but the general principles are unchanged; and the con- 
stitution and working of such a society at the present time can con- 
veniently be described at this stage. Ten or more men residing in a 
the same neighbour who trust each other and wish to borrow or to save 
money, in furtherance of their common object combine to form a co- 
operative society of which they are the members. This union is en- 
tirely voluntary; any member may sever his connexion with the 
society at any time he pleases; but so long as he remains a member he 

is under discipline and must abide by the rules and regulations of the * 

society. One of these rules is that each member must put down a sum 
of money, usually Rs. 20, from his own savings in this joint under- 
taking, which is called his share ; but as cultivators rarely can put down 
so large a sum at once, the member is allowed to pay in instalments of 
one rupee at each harvest, so that the whole amount is completed in 
ten years. Any member who can may buy more shares than one, in 
wMch case his instalment is increased proportionately. This share is 
the member’s property, and under the law it cannot be attached. He 
ear* only withdraw it, however, two years after he ceases to be a mem- 
ber, during which period, too, he remains liable for the society’s debts. * 
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He is not entitled to receive a dividend till he has paid up the whole of 
it. Each shareholder, no matter how many shares he holds, has only 
one vote in the general meeting of the society which decides all import- 
ant matters; the routine management, however, is entrusted to a small 
elected committee called the panchayat. As the chief need of most of 
the members is money, the society endeavours to ascertain what each 
member’s annual needs are likely to be in normal circumstances; this 
amount is called his normal credit. 

278. The society and the central bank . — When the total needs of 
all members have been ascertained, arrangements are made to borrow the 
amount required. For this purpose all the members pledge their joint 
security, whereby they can get the money at a lower rate of interest 
than if each were to borrow singly. In the early days the societies 
obtained funds from private capitalists, who, for philanthropic or inter- 
ested motives, deposited money with the society for a fixed period at 
an agreed rate of interest. This method, however, proved unsatisfac- 
tory; for a society could not be sure of getting such deposits, nor was 
it always able to repay the money when the depositor asked for it. A 
more suitable credit agency was then devised, namely, the central or 
district co-operative bank. Such a bank obtains its funds in the shape 
of deposits or shares from the public, and shares from the societies 
which it finances. The latter are known as ordinary and the former as 
preference shares. Its management is vested in a Board of directors 
elected from amongst the shareholders at a general meeting, which is 
the supreme authority. Each shareholder has one vote, whatever the 
number of shares that he holds. The object of the bank is to advance 
money to societies working within its area of operations : the amount 
of a loan is limited to twice the normal value of the society’s shares. At 
the present time a society rarely borrows money from any other source 
than the central bank. The bank lends to the society, ordinarily at 1*2 per 
cent., on the joint responsibility of all the members. 

279. The society and, its members . — The society in its turn distri- 
butes this money among the members at 15 per cent. Eew members 
have any tangible security to offer; their only asset is their good reputa- 
tion, on which the society is fain to rely, thus, in the most literal sense, 
“making capital of” their honesty and their labour. Nevertheless, 
each borrower must produce two sureties who are themselves members; 
their duty is to see that the amount advanced is not in excess of the 
borrower’s minimum requirements, that he spends the money for the 
purpose for which he takes it, and that he repays it at the time fixed, 
failing whicK they themselves become liable for its repayment. To 
facilitate repayments it is usual to fix suitable instalments based on the 
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borrower’s probable income. The society relies primarily on persuasion* 
and moral pressure to induce members to repay their loans punctually;, 
but the members are merely human, and default does often occur. In- 
such cases the society requests the Registrar to appoint an arbitrator' 
who, after hearing both parties, gives a suitable decree or award, a pro- 
cedure which reduces expense to both parties; and further to help the 
societies, Government have made rules providing for the execution of 
such awards through the collector as arrears of land revenue. 

280. The self-supporting society . — If there is no default in a society y 

it rapidly reaches a stage where it need no longer borrow. The interest 
realized from members, after deducting necessary expenses, is placed 
in the society’s reserve fund. This fund is the property of the society 
as a whole and no individual can claim any share in it; on liquidation it 
is not paid to the members, but is spent on some work of public utility, 
preferably in the village. Loans are made, however, out of this fund, 
which thus grows on a basis of compound interest. Similarly, the 
difference of 3 per cent, between the rate of 15 per cent, at which the 
society lends, and that of 12 per cent, at which it borrows, also goes 

to the reserve fund. Thus the society’s “owned capital” which is 

made up. of the reserve fund together with the share capital accumulates 
rapidly , until in course of time it becomes sufficient to meet the needs 

of the members, and further borrowing becomes unnecessary. The 

position is then that the society lends mon'ey to its members out of 
funds of which the members themselves are the owners; in other words, 
the members borrow from themselves, pay interest to themselves, and 
can if they choose reduce the rate of interest, though rarely lower than 
6 per cent, since money is needed to cover the cost of management and 
other miscellaneous expenses. Some 400 societies have thus reduced 
their rate of interest. 

281. Management of a society . — In some societies one of the mem- 
bers keeps the accounts; he gets no pay, but receives a bonus at the 
close of the year, which is calculated on the basis of the profits. Where 
no literate member is available, the central or district bank appoints a 
paid secretary who keeps the accounts of 10 or 12 neighbouring socie- 
ties; he is paid from the secretary pay fund, which is built up 
from contributions of the societies, to the extent of one-eighth of the 
interest earned in the previous year. The banks also employ super- 
visors whose chief duty it is to educate the members up to a full sense 
of^their responsibilities; sometimes they are a bank’s employees, some- 
times they work under the control of a provincial body formed by the 
union of all the banks in the province. These supervisors who have 
been specially trained have each 25 to 30 societies in his charge, and 



is expected to visit each at least once every two or three months and more 
often if possible. A supervisor's pay varies from Es. 80 to Es. 75 
per mensem. There is also a government staff of inspectors to guide 
and help in controlling the supervisors. These inspectors are as a 
rule graduates, and draw pay between Es. 120 and Es. 300 per mensem. 
Each inspector has a circle of about 150 societies; the circle is usually 
a district. Government also provides one auditor, on a pay of Es. 50 
to Es. 100 per mensem, for each inspector's circle, whose duty is to 
overhaul completely the accounts of each society once a year. Both 
auditors and inspectors, who are fully trained men, work under the 
control of an assistant registrar, who is a gazetted officer; there is one 
for each division. At the head of the department is the Registrar, 
with two deputy registrars. Lastly, much honorary work is done 
by directors of banks and other honorary organisers. 

282. The member’s" responsibility . — But these outside agencies can 
only advise, help and guide co-operative societies, they cannot manage 
them; the members themselves must learn to manage their own affairs. 
And as each member is jointly and severally liable to the extent of 
the whole of his property for the society's debts, he must in his own 
interests keep in close touch with all his fellow members, and with the 
work of the society. He must see that no individual member borrows 
too much money, that money is advanced only for necessary or produc- 
tive purposes, that the money advanced is spent only for the purpose for 
which it was given, and that it is repaid promptly at the fixed time. 
Theoretically, therefore, a credit society should encourage thrift and 
enable the borrower to become his own lender, whilst eaffii member’s 
credit is under the control of all members and no one can get too much 
or waste that which he receives. In actual practice, however, few 
societies have succeeded in attaining these objects, and the history of 
the co-operative movement in the province shows how difficult it is to 
adapt an excellent theory to local conditions. 

283. Early societies . — The first few experimental societies were 
started in 1900 with a grant of Es. 1,000 each from Government and their 
number rose rapidly to over 200. But these societies were innocent of 
all co-operative principles; their sole idea was to supply agriculturists 
with the money that they needed at as low a rate as possible and so to 
free them from the hands of usurious moneylenders. They were thus 
simply an agency for the distribution and collection of cheap agri- 
cultural advances, and the only difficulties to which the first Registrar 
called attention were those of “account keeping, raising of capital and 
the recruitment of members of various castes in the same small society."' 
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Accordingly he introduced a system of “ patti societies” whose jurisdic- 
tion extended over a number of neighbouring villages. A patti society 
was a central society, to which were affiliated a number of other societies, 
each containing members of only one caste and extending over several 
villages; but these caste societies existed only in name, for all accounts 
were kept at the patti society itself, and for all practical purposes the 
patti society was a primary society whose area of operations extended 
over several villages. Those who were responsible for the advancing of 
loans could not have that intimate local knowledge of the borrower that 
is essential in a true co-operative society, and the element of mutual 
trust was conspicuous by its absence. The inevitable result followed, 
and there is now not a single one of these patti societies left in the 
province. 

284, The second stage , 1907-13 . — As a result of the experience 
derived from these failures a truer conception of the scope of a co-opera- 
tive credit society was evolved in .1907. The guiding principle of “one 
village, one society” was laid down, and in order to encourage thrift the 
share system was introduced; while the difficulty of account keeping was 
surmounted by the appointment of itinerant group secretaries, each of 
whom kept the accounts of eight or ten neighbouring societies. A hope 
had been entertained that the members of a society would be able to 
decide how much money could safely be advanced to an individual; but 
it soon became clear that the universal desire was to secure as much 
money as possible. Money was borrowed from the society to repay 
outside debts, and immediately after more money was borrowed from, 
moneylenders for other purposes, and the result of cheap credit was 
often increased extravagance. Accordingly, in 1910, it was decided to 
restrict advances in new societies only to short period loans and not to 
advance money for the repayment of outside debts till the members had 
shown, by their use of such loans, that they had developed habits of 
thrift and were fit to be entrusted with cheap credit. Nevertheless, 
the registration of societies went on apace as a result of the formation 
of central banks and banking unions to finance the societies and the 
passing of the Act of 1912; and in the quinquennium 1909 — 1913 nearly 
2,500 societies came into existence. 

285. The third stage , 1914-18 . — Soon after, however, a note of 
warning was sounded by the Registrar. In particular, societies of 
artisans or cottage industrialists w T ere found to be very unstable and 
many had to be liquidated; while agricultural societies were also in a 
bad way. It was realised that central banks were, by/their constitution, 
ill-adapted to establish that intimate contact with the societies which 
is required for fostering and training them as they were largely under 
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the influence of urban directors who had not the time to visit the 
villages. The remedy suggested was the better training of the super- 
visors employed by banks > and the teaching of members to keep their 
own accounts. Moreover, each society was now required to fix a 
maximum limit beyond which it would not advance a loan to any 
member, no matter what his haisiyat or status; while even within this 
limit the amount of loan to be advanced was fixed in consideration of 
the borrower’s status and normal needs. 

*286. The fourth stage , 1919-23 . — Subsequently an increase of 

government staff was sanctioned; and an attempt was made to combine 
consolidation with expansion. But by this time the financing central 
banks had become powerful enough to dominate the primary societies 
through their paid staff ; the latter devoted their attention to the finan- 
cial interests of the banks, to the organisation of fresh societies as an 
outlet for the banks 5 surplus money. Accordingly, over 8,300 societies 
were registered in the five years 1919 — 23; but there was very little 
consolidation. The movement appeared on paper to have progressed 
rapidly, but, as the Board of Revenue pointed out in one of their reports, 
there was little genuine co-operation and the public were apathetic. 
A committee was, therefore, appointed by Government in 19*25 to inquire 
into the real state of the co-operative movement and suggest remedies. 

287. The Oakden Committee . — As a result of its recommendations 
the control of supervisors has now been transferred from banks to a 
provincial supervising union and an attempt has been made to restore the 
primary society to its rightful place as the keystone of the co-operative 
system. Member secretaries have been introduced in 1,100 societies 
in place of group secretaries, and the inspecting and supervising staff 
; which has been considerably strengthened is now given intensive train- 
ing in co-operative matters. There is greater co-ordination between 
the co-operative department and other welfare departments such as agri- 
culture, sanitation, education, industries, etc., and schemes have been 
set on foot to encourage better farming and better living. It is realized 
&, that the problems of the villager cannot be solved by credit alone, and 
"W*' that if his lot is to be improved every aspect of village life must be 
j together treated. That is what a rural reconstruction, or better farming 
] and living, society attempts to do. Its avowed object is to promote the 
j economic and social interests of the members by reorganising the com- 
! mon life of the village, and in particular to enable them to better their 
| condition through co-operation. The members themselves frame and adopt 
| certain general rales of conduct and behaviour which are binding on all; 
I and each members agrees to abide bv the rules and to pay a small fine in 

I 

*> 



( 180 ) 


case he fails to do so. This power of fining, as well as the general manage- 
meat of the work of the society, are vested in the hands of an elected 
pancliayat formed of the most trusted and respectable men of the village. 
But the work is so vast and diverse that a number of sub-groups have 
to be formed, each looking after a different branch of the work. These 
-sub-groups have their own panchayats which work for the advancement • 
of their special interests, in harmony and co-operation with the general 
panehayat on which each sub-group is represented. The society tries 
to create and focus public opinion in the village and to develop the 
public conscience. There is adult education to teach the members as 
&vell as their womenfolk to think for themselves, to express themselves, 
to do things for themselves, and generally to broaden their mental 
horizon. Village dramas, singing, games and scouting receive their 
due share of attention; social reforms, especially the restriction of ex- 
travagant expenditure, sanitary and agricultural improvements* are 
carried out by all in accordance with the resolutions of the society on 
the subject. In short, such a 'society is designed to spread the co- 
operative spirit and co-operative ideals among the villagers, to teach 
them to act in harmony and in unity for the common good of all, and 
to mould their characters so that they may not only be more useful 
members of society, but attain to some degree of happiness themselves 
and spread happiness round them. 

288. A good deal of intensive work has, however, to be done before 
such a society can be organised. The attention of the department has 
been concentrated of late on effecting improvements in existing societies 
which undertake work of this kind, and closing down those which cannot 
be reorganised. Some progress there has doubtless been, but the re- 
sults hitherto achieved are not great, and co-operation is not yet a living 
force in the province, save perhaps in a few isolated places. Credit 
societies have barely touched the fringe of the problem of agricultural 
indebtedness as may be seen from the fact that they advanced to their 
members during 1928-29 only 41*85 lakhs for all their requirements. A 
statement showing the progress of the movement (on paper) from its - 
inception to the present time is given in Appendix I to this Chapter; 

it may be added that out of about 8,500 societies registered in this 
period some 2,700 have had to be liquidated. 

289. Reasons for past failures. — The reasons for the comparative 
failure of the co-operative credit movement in the province have been 
briefly mentioned in Chapter III, paragraph 141; it cannot be denied 
that some mistakes have been made in the past, but the existing defects 
.and difficulties appear to be inherent in the system of work* Th& 
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•essence of a co-operative society is that the members should learn to 
manage their own affairs; with an illiterate peasantry the task of teach- 
ing them to do so is a slow and laborious process. In particular, facile 
credit may be a dangerous weapon, and it is essential to train people in 
its use before they are entrusted with it. The extreme importance of 
.education and supervision has so far not been adequately realized, whilst 
the desire to see quick and widespread results .has actually retarded 
progress. In the early days of the movement it may have been advis- 
able to start societies at haphazard wherever prospects appeared favour- 
able, but the time has now come to discard that method for a system 
or organised development. Instead of societies scattered all over the 
province, we recommend concentrated effort in one or two selected areas 
which should be covered with a network of societies, — a change which 
should facilitate supervision and effectively spread real •co-operation 
•among the agriculturists. 

290. The new class of supervisors . — It is hoped that as a result of 
the recent change, whereby the control of supervisors has been transferred 
from the financing banks to a provincial supervising union, greater 
.attention will be paid to the education of the members and the super- 
vision of the societies. A supervisor employed by a bank will devote 
himself chiefly to the work of advancing and collecting money, and 
ignore the improvement of the society; but working under a separate 
•agency he can be made to attend adequately to both duties. It has been 
• contended in some quarters that this change will react harmfully on the 
banks, who will now have to depend largely on an outside agency; but, 
in fact, the provincial union consists of the representatives of the banks, 
•and its employees are, therefore, still under their indirect control. It 
may be true that in some individual cases supervisors have ignored the 
bank’s directors; but such cases are unavoidable in a period of transition, 
and the system cannot be condemned because of such stray instances. 
We consider that the principle of entrusting supervision to a provin- 
cial union of the banks is sound and calls for no change. When the 
system was first introduced, only 45 banks consented to transfer the 
■control of their supervisors to the union; but within two years the 
■number has risen to 58, which shows that the work of this union is 
appreciated. And in any case the exact method of controlling super- 
visors is a matter of secondary importance; the chief need is to see 
that they attend to their work of educating the members in the prin- 
ciples and practice of co-operation. 

291. The need for preliminary training , — It is necessary that some 
preliminary training should be given to the prospective members, before 
.a society is organised; and this should be followed up by constant further 
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education even after it is formed. Experience has, however, shown that 
the mere formation of a credit society will not lead to the development of 
the co-operative spirit. That spirit must be engendered first; when it 
exists, success of any credit society that is subsequently created is ensured. 
Weirold, therefore, that until persons have shown their fitness to work co- 
operatively by managing a society for rural reconstruction or better 
living, they should not. be considered fit to control a co-operative credit 
society. We accordingly recommend that ordinarily societies for rural 
reconstruction, better living or encouraging thrift should be organised 
before credit societies; or if that is not practicable the two should be 
started side by side. 

292. Difficulties m connexion with the making of loans . — As soon 
as a credit society is organised it has to decide the size of the loan which 
it will advance to each individual, the purposes for which it may be 
granted, and the instalments in which the loan is tcf be repaid. Agri- 
cultural loans may be divided into three classes in accordance with their 
objects and the period of repayment. Short-term or crop loans are for 
ordinary everyday expenses, including cultivation and maintenance; they 
should ordinarily be repaid from the proceeds of the next harvest. 
Intermediate loans are those taken for the purchase of bullocks or imple- 
ments, for which a suitable period of repayment seems to be two or three 
years, though, in tracts where bullocks are sold after each harvest loans 
for bullocks must be treated as short-term loans. Lastly, there are long- 
term loans chiefly for the redemption of old debts or ceremonial expenses, 
or occasionally for permanent improvements. 

298. A co-operative society ought to, and in theory does, distin- 
guish between these various classes of loans. A borrower is always 
asked to state the object for which he wants the loan; unproductive 
loans are discouraged and suitable instalments fixed. In practice, 
however, there is a marked tendency for borrowers to assert that the 
money is wanted for the purchase of bullocks so as to reduce the in- 
stalment. It will be necessary by adequate supervision to make sure 
that money borrowed ostensibly for the purchase of bullocks is used 
for that purpose. The experiment might also be tried of charging a 
slightly higher rate for intermediate than for short-term loans; the 
trouble lies too deep to be thus easily cured. The fact is that the 
co-operative society in the absence of sufficient security dare not ad- 
vance to its members all the money that they need; and the members 
must supplement their resources by borrowing from moneylenders. In 
such circumstances they naturally regard it as a matter of no moment 
whether they use all their borrowings indifferently for all their ordinary 
requirements. The lenders, too, are unable to gauge the extent or 
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nature of the borrowers’ real needs. It is necessary, therefore, to make 
intensive local inquiries to ascertain what the normal needs of the 
cultivators are and when they arise. Under the present system the 
haisiyat of an individual is worked out automatically as so many times 
his rent, so many times the value of his bullocks, and so on, and the 
amount of the outside indebtedness is deducted therefrom. The natural 
result is that the outside debt is invariably concealed, for if it were 
revealed the haisiyat would often be a minus ■ quantity. The normal 
credit of an individual is taken to be from 50 per cent, to 70 per cent, 
of the haisiyat. 'We cannot but condemn this practice. It is to be 
regretted that though a quarter of a century has elapsed since the in- 
troduction of co-operation, no serious attempt has yet been made to 
ascertain the normal requirements of a cultivator for maintenance and 
expenses of cultivation. The illiterate cultivator keeps no accounts 
and can give no ’reliable information on the subject; but that is no 
excuse for making no attempt to obtain it. At present it is impossible 
for a co-operative credit society to make sure that it advances money 
only when it is necessary or to see that the money advanced is used for 
the objects for which it was given, for money advanced ostensibly for 
one need is actually used for any need as it arises. In other words, a 
society cannot fulfil even its primary and elementary function. We 
strongly recommend, therefore, that detailed inquiries should be made 
at a very early date in different localities to ascertain exactly how 
much money is needed by different classes of cultivators, both for their 
maintenance and their agricultural operations and at what periods of 
the year, and how these needs are met at present. The best way of 
doing this would be to induce selected literate persons to keep detailed 
accounts of their income and expenditure. On the basis of these 
figures it would be possible to guide the society aright in making 
advances. 

294. Having ascertained the real normal needs of the members, 
i.e., their requirements for productive purposes,, a co-operative society 
should always try to meet them. The question of special requirements, 
chiefly for unproductive purposes and other long-term loans, is more 
difficult. On the one hand, it is urged by some that unless the societies 
tackle the whole problem of the indebtedness of the villagers from the 
start and help them in clearing off their outside debts they must con- 
tinue in their present dependence on the moneylender. On the other 
hand, it is pointed out that such attempts have been made more tffan 
once in the past and have invariably failed. In the early days of the 
movement money was given freely for the redemption of outside debts 
and societies were encouraged to give money for ceremonial expenses,. 
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in the hope that they would thereby be able to exercise a check on 
.them: in practice, however, it was found that the amount borrowed 
from the society was in addition to what was taken from the money- 
lender, and the result was an increase in unproductive debt. We there- 
fore recommend that credit societies should not ordinarily give long- 
term loans, or loans for unproductive purposes. If the present law is 
amended, and tenants are empowered to transfer occupancy rights to 
land mortgage societies, the latter may be established for the giving 
of long-term loans in areas where credit societies are flourishing, i.e., 
where the members have shown by their conduct that they are tho- 
roughly conversant with co-operative principles and have learnt the 
lesson of thrift. 

295. It has been suggested thar in the meantime the situation can 
be met by making a rule that no member of a society may borrow from 
a moneylender; that the fact that a person has joinecl a society should 
be specially notified (as is done when estates are taken under the Court 
-of Wards), so that no loans may be advanced to such persons; while 
.any member who, to raise a loan, conceals the fact that he belongs to a 
society should be criminally liable. We do not think that any respect- 
able persons would agree to such restrictions. And, as a general rule, 
we consider it impracticable for any ordinary credit society to attempt 
to clear off the outside debts of its members. It might be possible to 
flraw up a scheme, in consultation with the moneylender, for the re- 
payment of his loan by suitable annual instalments and for the society 
to see that these payments are made regularly; but this could only be 
done where the moneylender could be persuaded to agree and the mem- 
bers could be relied on to discharge their obligations punctually. In 
short, then, it seems to us that there is no short cut to success and pro- 
gress can only take place step by step through education. We recom- 
mend that the credit society should confine its activities as far as prac- 
ticable to short-term' and intermediate loans for productive purposes, 
though it may take up later the question of advancing money for un- 
avoidable purposes also; while long-term loans may be obtained from 
the laud mortgage bank or land mortgage societies referred to here- 
after. In the meantime, the credit society should endeavour to super- 
vise the dealings of its members with moneylenders, and to see that 
members borrow from them only for certain specific requirements, and 
only after consulting the society. The latter should further see that 
interest is paid regularly from earnings, and draw up a scheme by which 
the principal can also be wiped off in a term of years. Progress along 
these lines may be slow, but it will be sure; and co-operation will have 
done something to better the condition of the people. 
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296. Minor proposals in connexion with co-operative societies . — 
'Various other suggestions have been made from time to time to improve 
the work of co-operative societies. One of these is the reduction of the 
rate of interest charged by co-operative societies so as to undersell the 
moneylender. But a society which has to borrow at 12 per cent, can 
hardly lend money at less than 15 per cent. It may be urged that the 
banks, which borrow money themselves at 6 or 7 per cent., should be 
able to lend it to the societies at 9 per cent, instead of 12 per cent., but 
their expenses of management are proportionately high, and it is difficult 
lor many of them to work at a profit even on a basis of 12 per cent. 
We do not therefore think that any reduction is possible, even if it were 
desirable; co-operative societies must wait to lower the rate of interest 
till they have accumulated sufficient funds of their own. 

Others have suggested that co-operative societies would be more 
popular if the members, when they sever their connexion with them , 
received a portion of the reserve fund which they have helped to build 
up. We cannot recommend this proposal. The retirement of a few 
members might reduce the society to impotence. It is by means of 
the accumulations in this fund that a society cam hope to become self- 
supporting, and its existence strengthens the credit of the society. 
Moreover, it protects the members against the enforcement of their joint 
and unlimited liability ; for such responsibility cannot be enforced for 
the recovery of the reserve fund so long as the other liabilities of the 
society can be fully discharged. Lastly, the main object of the reserve 
fund is to unite the members and to create in them a spirit of co-opera- 
tion, in which each one works not for himself alone but for the common 
good of all. 

297. Relations of members to each other and to the society. — In 
fact, the members have not only to learn self-discipline and business 
habits themselves, but they must realise their responsibilities towards 
their fellow T members and control them effectively. The societies should, 
therefore, ordinarily consist of persons of more or less equal status in 
life, though in special cases there should be no objection to the admis- 
sion of non-b@rrowing members who do not carry on a moneylending 
business. To some extent this is secured by the adoption of the principle 

/ of joint and several responsibility. It is true that the fear of its enforce- 
ment does often prevent the better , class cultivator from joining the 
society, and thus their wholesome influence is lost. But the inclusioji 
of zamindars or moneylenders in the same society with tenants invariably 
results in the latter being dominated by the former, and true co-operation 
becomes impossible. Besides, if this principle were abandoned, there 
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would be very little security, and it would be more difficult to keep out 
undesirable persons. We, therefore, consider that this principle must be 
retained, and its advantages brought home to all concerned by education 
and propaganda undertaken by co-operators, both official and non-official. 
We realise, however, that, in spite of all precautions, there will occa- 
sionally be undesirable members, bad payers and unwilling to submit, 
to the control of their fellow members. In such cases immediate and 
drastic action is essential. There is a tendency at present to postpone 
action in the hope of improvement. This tendency is objectionable. 
Experience shows that in the majority of societies default often starts* 
with one or two of the most influential members, and when no action is 
taken against them it spreads and becomes general. It is, therefore, of 
the utmost importance to take prompt action to effect recoveries. As 
societies under present conditions often lack the moral courage to do 
so, we recommend that the departmental staff should be empowered to 
apply for arbitration, as is the case in the Punjab. But the mere ob- 
taining of an award is not enough; its prompt execution is the important 
thing. We regret to note that though these awards are recoverable as* 
arrears of land revenue, the action hitherto taken to effect recoveries 
has generally been inadequate, which inevitably encourages deliberate 
default and dishonesty. The machinery for the recovery of these- 
amounts, therefore, should be strengthened. Under the Act as it stands 
at present the society has not got any power of distraint; it has a prior 
claim to other creditors in respect of certain dues, after rent and re- 
venue, but this can only be enforced after an award has been obtained. 
The Maclagan Committee had recommended as far back as 1915 that" 
the prior claim should be converted to a first charge, but nothing has- 
yet been done, and we repeat the same recommendation, but only for 
societies which are able to give their members full credit facilities in- 
cluding the liquidation of their outside debts. If the privilege were 
extended to other societies, the moneylender would certainly charge a 
higher rate of interest for accommodation to members of societies. We 
suggest, further, that in respect of advances for the purchase of cattle, 
etc., such societies should have a first charge not only against the 
cattle purchased, but against the agricultural produce as well. The 
transfer of the holding to a sub-lessee should also be impossible without 
the consent of the society. In certain other cases, too, the attachment 
of property before the award is actually obtained should be permitted 
m order to prevent dishonest transfers as soon as arbitration is applied 
for; the law on this point is not quite clear. 

298. These demands for facilities of collection of dues arise from 
the fact that in the past many societies have incurred heavy bad debts. 
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To some extent these are due to the negligence of the societies them- 
selves, and it may fairly be said that the adoption of coercive processes 
only emphasises the failure of co-operation. But the movement is the 
province is not in a flourishing condition; and a general spirit of laxity 
and indiscipline can only be cured by a vigorous attempt to recover dues 
from defaulters, so as to strengthen the hands of the more responsible 
and honest members of the societies and encourage them to regain their 
lost control over their fellow members. 

299. There are, however, some who hold that all these devices will 
not carry the movement any further, and that the evil is too deep-rooted 
to be cured by such methods. They contend that in many cases default 
is due not to wilful neglect, but to unavoidable causes; that members 
are poor and live from hand to mouth; that though in normal years 
they can pay their dues, unforeseen calamities occur from time to time, 
which cause default, and matters cannot be put right again till there 
has been a series of good harvests. The remedy suggested by this school 
of thought is that co-operative societies should give up any attempt to 
fix instalments; that they should allow the members to draw money 
at will up to the limit of their normal credit or, in the alternative, that 
instalments should be made as small as possible and spread over a long 
term of years. We do not approve this line of argument. The probable 
result would be that when money is available it will be squandered in- 
stead of being used for the repayment of loans, so that the cultivator 
will be worse off than he is now. We suggest that the real remedy for 
this state of affairs is to encourage savings when harvests are good so 
that the same may be available when calamities occur, or other neces- 
sities arise. 

800. It is to be regretted that members of co-operative societies 
rarely attempt to practise thrift. Even the payment of shares is usually 
regarded as payment of additional interest; whilst the dividend received 
on shares after ten years is either taken in cash and squandered, or ad- 
justed against loans due. To enhance the educative value of shares we 
■suggest that members should be encouraged to. continue share payments 
even. after ten years; it seems absurd to lay down that thrift should be 
practised for the first ten years and not thereafter. Further, the mem- 
bers should be encouraged to deposit anew their dividends; whilst we 
also recommend the payment .of dividends before* ten years, and that 
the shares be made partly withdrawable in emergencies, so that the 
members, may realise more fully the benefit of accumulating shares. 
Similarly, the saving effected by the payment of a "low rate of intercut 
is so small that it is hardly 'appreciated ; ' the experiment, which we 
understand is being tried, of charging the market rate of interest, and 
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crediting part of it to the savings of the members, so that it may be 
available to him in a lump sum when necessity arises, should be 
watched with interest. In short, more effort is required to encourage 
conscious saving among members of co-operative societies in years of 
plenty, for use in times of scarcity. 

301. Postponement of repayment . — We further recommend that 
when crops are bad postponements should be given as soon as their need 
becomes apparent; the practice of granting postponements after the 
demands have fallen due must, however, be strongly discouraged. After 
the members of societies have been educated to a better sense of their 
responsibilities, the Punjab system might be introduced according to 
which instalments are fixed not on any fixed and uniform principle, but 
in accordance with the state of the prevailing harvest. This change 
requires a higher sense of duty among the members than is to be found 
m most societies at present; moreover, central banks Vould in such cases 
have to allow societies to take loans without any formalities up to the 
limit of their normal credit, instead of fixing instalments. The question 
of societies allowing a similar concession to their members .would come 
thereafter; the members must be educated in the first instance to the use 
of this concession by training them not to borrow unnecessarily. We 
cannot recommend that villagers should be allowed to draw money up to 
the limit of their normal credit whenever they choose unless they are 
prepared to deposit all their income with the society; in which case pay- 
ments should be made by the members whenever they earn or receive any 
money, however small its amount. Such petty payments are often 
discouraged at present because they give trouble to the accountant; we 
strongly deprecate that practice and emphasise the necessity of encourag- 
ing payments at all times, no matter how small the amounts. In fact, 
the village credit society should ultimately function as a village bank 
for its members; the members should deposit with it all their income, 
whenever and from whatever source it may arise, and draw from it 
whatever they need from time to time for their expenses. For this pur- 
pose the societies must keep till money, which they can advance in 
emergencies. 

302. Delay in making loans . — One cause of the unpopularity of co- 
operative credit societies undoubtedly is the inordinate delay that ^ takes 
place in the advancing of loans, the result of many formalities. Hence 
societies have developed the pernicious habit of taking as much as they 
can get once a year, and giving out the money to the members in the 
hope that it may last them the whole year; and the central banks have 
encouraged this tendency, because they earn more interest thereby and 
are not saddled with idle balances at certain seasons. The money 
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is usually spent as soon as it is received; and when other needs 
arise money is borrowed from moneylenders. We recommend that the 
procedure in connexion with the advances of loans to societies by central 
banks should be simplified as far as practicable, so that the pan dies 
may not be put to trouble and expense every time a loan has to be 
taken. To effect this a society may be allowed to draw on the central 
bank for a loan up to the limit of its normal credit. Again, the super- 
visor need not be required to recommend loans, except as regards bad 
societies. The petty exactions that still sometimes take place at banks 
can and should be put down as soon as possible. But the geographical 
difficulty — that of distance — cannot be easily overcome. The extension 
of the system of remittances by money order is of some help, but it in- 
volves much delay; it is recommended that the whole of the money order 
fees paid for such remittances may be refunded by government instead 
of only three-fourths as at present. It would also be a convenience if 
post office savings banks accounts could be operated on by means of 
cheques, and such accounts could be transferred from a head post office 
to any of its branches free of charge. Central banks might consider the 
possibility of arranging for itinerant accountants to go to certain fixed 
market places once a week to receive or to advance money as the case may 
be; they may also receive savings deposits from non-members . so as to 
encourage the habit of saving. The system of appointing a local sub- 
agent for the bank has been tried in many cases, but with some honour- 
able exceptions has not proved successful. The only solution seems to 
be the establishment of small central banks, with a radius of operations 
of not more than three or four miles, which may either be branches of 
the district bank or independent banks. They may draw their funds 
from the district bank or from local moneylenders. In fact, there seems 
to be no reason why the moneylenders in a particular locality should not 
unite to form such a rural co-operative bank, which would only lend 
money to the neighbouring co-operative societies and not to individuals; 
were it to lend to individuals, it would be simply a revival of the old 
patti societies and would share their fate. The moneylenders have at 
present to charge a high rate of interest as they often incur bad debts; 
but in dealing with societies they would not have such bad debts and 
could, therefore, deposit their money at comparatively low rates. In- 
tensive propaganda among moneylenders would be essential before they 
would agree to this novel suggestion; but we learn that such a rural 
bank has been started successfully in one province. It has been urged 
that the moneylenders would not be able to agree who should manage 
the rural bank on their behalf, and that all but the manager would be 
thrown out of business. We are not impressed by this argument. The 
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moneyleader would get his interest regularly, which he chiefly desires; 
and he could use his spare time on some subsidiary business. The real 
danger, however, is that the moneylenders would continue their private 
transactions with the individual members of societies. This can only be 
prevented by supervision and education. We consider that the suggestion 
should be given a trial as an experimental measure, though we cannot 
pretend to a feeling of optimism regarding its success. 

803. The moneylender as a co-operator . — Such an experiment would 
doubtless involve a radical alteration in the attitude of co-operators to- 
wards moneylenders. We must deplore the fact that the co-operative 
credit movement should, from its very inception, have antagonised the 
village moneylender instead of trying to gain his sympathies and weld 
him into the co-operative organisation. He is an essential and organic 
part of the village community. As Mr. Darling has pointed out “kindly 
feeling prevailed between debtor and creditor till well into the sixties . . ; 
ii, was only with the establishment of civil courts and the decline 
of the village community that the reign of the moneylender began”. 
Disputes between debtors and creditors used to be settled by local pancha - 
yats and the simple and the poor did not suffer, as they so often do now 
from the procedure of the civil courts, which, as the Agricultural Com- 
mission have pointed out, is both cumbrous and expensive. In short, the 
village community was strong enough to keep the moneylender in check; 
and there seems to be no reason why this state of affairs should not be 
restored through the instrumentality of co-operative societies. For this 
purpose it is essential that co-operators should carefully study the village 
moneylender and his methods, should adapt what is best in him and them 
to present-day requirements, and utilise his inherited knowledge and ex- 
perience in bettering village conditions. 

804. Co-operative stores and sale agencies . — The village bania does 
not merely lend money; he often supplies the requisites of the villagers and 
helps to sell their produce; in other words, credit is linked with purchase 
and sale. May it be that the failure of co-operative credit is due in part 
to the fact that it has attempted to work on a different system and has 
ignored the problems of purchase and sale? We recommend that experi- 
ments may be tried in the organisation of societies for the purchase of 
agricultural requisites and the sale of agricultural produce, along with 
credit societies, in one or two selected areas, which organisations should 
aim at the inclusion of the local bania and not at his exclusion. There 
are no doubt difficulties to be overcome. The ordinary agriculturist is an 
individualist, and the idea of pooling his own crop, (which he regards as 
good), with that of another, (which he considers inferior), does not appeal 
to him;, and the first task of the society will be to improve the quality of 
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the produce and standardise it into two or three easily recognisable 
grades. The society-itself should purchase the crop; it should aim at se- 
curing a better price than would have been obtained by each individual 
selling separately, and should take care to follow exactly the same method 
•of sale as prevails in the locality, and to enlist the help of the local bania. 
This would simply amount to reorganising the prevailing system on a 
basis slightly more profitable to the producer, and cutting down the 
middleman’s profit to its proper limit. Incidentally, also, this would help 
the credit society which would generally receive the sale-proceeds in 
place of the moneylender as at present. Such a society, however, must 
only deal with articles which are not perishable or easily damaged. 
.Recently arrangements were made for certain societies to supply 50,000 
■maunds of sugarcane to a neighbouring mill, each society supplying its 
'fixed quota at the fixed time : the experiment was moderately successful, 
and might be extended to other products such as sann (hemp) or cotton. 
In the latter case, however, the cultivators must be taught the best 
method of preparation of produce for the market ; it is of the highest im- 
portance that there should be uniformity in length and quality of staple if 
the cotton is to sell to the best advantage and the society is to gain a 
reputation for good business. After individual societies have learnt good 
and honest business methods, they can combine into a central organisa- 
tion and arrange for group marketing through a local expert : such 
.gradual development would be better than starting with a central society. 

305. Societies of traders . — At the same time co-operative societies of 
small traders should be formed, which would be advanced money on the 
security of the goods purchased by the members. Hitherto societies of 
traders have failed because they have been treated like agriculturists and 
their special needs and methods of business have not been considered; 
it will be necessary to study them with care before they are organised 
into societies. Thus they will become less dependent on the big men 
in the markets and will in their turn deal more fairly with the producer in 
the villages. These small traders fill an important role in* village eco- 
nomy, and should not be regarded as middlemen to be eliminated, but as 
connecting links between the villages and the markets, who should be 
incorporated in the co-operative organisation. 

308. For this work, we consider it necessary to create a marketing 
department. Its duties will include not only a study of all marketing 
■problems, the organisation of trading societies, and assisting them in 
their dealings with dallals , arhatias and merchants. It would also en- 
deavour to organise the buyer so that they may be able to take collective 
action to govern trade practices and eliminate dishonest dealings; and 
for that purpose it would assist in the establishment of open and regulated 


markets, particularly for tire sale of the principal crops. To this depart- 
ment would also be entrusted the administration of licensed ware- 
housesO ; whilst it would also publish regularly in rural areas the prices 
of staple commodities ruling in the important markets of the neighbour- 
hood. If these are established, both small traders and big producers will 
be able to manage co-operative commission shops similar to those in the- 
Punjab; those suffering at the hands of commission agents and dallals 
will rally round such shops if efficiently organised and honestly run, which 
will also be useful alternatives to the existing trade organisations. Of 
course warehouse accommodation must be arranged, and when produce is 
left in the charge of the societies, there should be immediate payment of 
two-thirds or three-fourths of the probable price. Factories for converting- 
agricultural produce into marketable articles, such as sugarcane mills or 
cotton gins and presses, belong to an advanced stage of co-operative 
development and cannot be thought of at present, not because of lack 
of finance, but on account of difficulties of management. Before under- 
taking such work, co-operators must try to solve the problems of cottage 
industrialists, which are somewhat similar but simpler. These will he 
considered in a later chapter along with the question of the formation of 
an industrial bank. 

307. The finance of co-operative societies . — At present the members' 
of societies do not get enough money to satisfy all their needs; but that 
is not so much because there is lack of money but because there is lack 
of security, and there have been so many bad debts in the past that 
banks and societies dare not advance more money. This objection 
would, however, not apply to loans advanced on the security of crops. 
At first the existing central banks would probably be willing to finance 
such undertakings, at all events to a limited extent; most of them can- 
raise as much money as they want. When, however, the work of co- 
operative societies improves, when it becomes reasonably safe to advance 
to agriculturists amounts sufficient to satisfy their real needs, and the* 
purchase and sale work develops, the banks will no longer be able to- 
find the necessary money themselves. They will then have to draw on 
the resources of joint-stock banks. We think it will be possible for 
co-operative banks and societies, after they have acquired a reputation 
for working along sound business lines, to make arrangements with 
commercial banks, by which they will be allowed to hold grain a s- 
security as trustees on behalf of the commercial banks and get suffi- 
cient accommodation against the same. 

. 308. Provincial co-operative bank . — In order to enable co-operative 
banks to get into closer touch with the money market and to link them- 
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selves up with the reserve bank on the one hand and commercial banks 
on the other 5 the establishment of a provincial co-operative bank 
seems to be essential. It has been objected that the functions of such 
a bank can only begin when the co-operative movement is fully de- 
veloped; that in this province it is still of feeble growth; and that the 
mere starting of a bank would not stimulate growth. It is undoubtedly 
true that the movement in the province is backward, and does not at 
present need much capital. But the supply of money is not the only 
function of a provincial bank. It must, firstly, co-ordinate and control 
the finances of co-operative banks, and provide a wider field for the 
investment of their money. Secondly , since most co-operative banks are 
ignorant of banking principles and methods, possess incompetent staff, 
and are badly in need of sound advice on these and other financial 
matters, one of its most important duties at the present stage will be 
to guide, direct and control the financial transactions of other co- 
operative banks. 

309. The need for improved audit . — The recent failure of a co- 
operative bank at Sandila shows that increased control is needed over 
many banks, and that audit must be made more effective. The present 
law governing the audit of societies is not clear; the responsibility for 
audit rests on the Registrar who has to appoint the auditors, 
but there are no instructions laying down what the auditor 
is to do* if he finds the balance-sheet of a bank or society 
to be incorrect. We suggest, firstly , that the auditor should be 
definitely empowered to correct errors in the balance-sheet, and that no 
society should publish its balance-sheet until the auditor has certified 
it to be correct. In case the society disagrees with the auditor, the 
matter should be referred for decision to the financial adviser (men- 
tioned below), whose decision will be final. Secondly , the Act should 
also make it possible to enforce other audit suggestions and, if these 
are constantly ignored, it should provide for the appointment of a com- 
mittee of inquiry, and the temporary supersession of the management 
which would be entrusted to persons nominated by the gover nm ent. 
Thirdly , it should be made clear, either by inserting a penal provision 
in the Act or otherwise, that the managing committees of banks and 
societies must act with the prudence and diligence of ordinary men of 
business, and are personally responsible for any losses arising through 
neglect of the Act, the rules, the byelaws or other specific instructions 
issued by the Registrar, who would be guided in such matters by the 
advice tendered to him by experts. Fourthly , as recommended by tBe 
Oakden Committee, sections 50- A and 80 of the Bombay Act, which 
deal with wilful neglect and the wilful furnishing of false information 
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by a society, officer or members should also be adopted. Lastly , with 
the object of avoiding the employment of incompetent or undesirable 
persons on the office staff of banks, we recommend that such staff 
employed by banks should be licensed by the provincial bank; that no 
one who does not possess such a licence should be employed; and that 
after such inquiry as may be deemed necessary such licence be liable to 
cancellation at any time. 

310. The financial expert . — If the provincial bank is to discharge 
its duties effectively, it must have the services of a banking expert as 
its general manager. The same individual should also serve as finan- 
cial adviser to the co-operative department. His functions would be to 
train and supervise the work of the existing auditors, to carry out some 
super-audit himself, to examine audit notes and pass orders thereon, to 
study and report on the financial condition of the banks, and to give 
.advice both to banks and to the department on technical financial 
matters. He would also be primarily responsible for bringing the pro- 
vincial bank into touch with the commercial banks and the money 
market when required, for controlling lending among banks, for examin- 
ing their banking and financial transactions and controlling their staff 
on behalf of the provincial bank. The audit of the provincial bank 
itself should be entrusted to certain special government bank exam- 
iners whose appointment is recommended elsewhere. We further re- 
commend that the reserve bank should guarantee a suitable subsidy to 
the provincial co-operative bank at a low rate of interest, with the object 
of helping in the task of credit distribution among agriculturists. The 
proposal has its parallels elsewhere; in 'France the Bank of France has 
•advanced a permanent loan of roughly two million pounds, without 
interest, to the Credit Agricole which is the apex co-operative authority 
in that country; whilst it also pays to the Credit Agricole a sum of 
about £ 120,000 annually as a gift from its own profits. Appendix II 
to this chapter contains our views regarding the constitution of a pro- 
vincial co-operative bank. 

311. Absence of competition between co-operative and other banks 
and bankers . — If a provincial bank is started along these lines, we do not 
anticipate that it will compete with the joint-stock banks; indeed, it 
will probably help to bring the latter into closer touch with co-operative 
banks. We have it on the authority of the Secretary and Treasurer of 
the Imperial Bank of India that no competition at present exists between 
co-operative and joint-stock banks. ( 2 ) Two-fifths of the total working 
capital of co-operative societies is their own money in the shape of 
shares and reserve and other funds. For the rest they depend almost 
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entirely on fixed deposits, which are obtained chiefly from villagers 01 
others who do not ordinarily make deposits in joint-stock banks and 
would otherwise have been hoarded or used for the purchase of land. In 
fact, an increase of deposits would be welcome alike to joint-stock and 
co-operative banks; and even if the latter were to open savings accounts 
mere would be no appreciable competition. As for the lending oi 
money, co-operative banks only advance to societies situated chiefly in 
villages where no joint-stock bank could operate. The two, indeed*, 
supplement each other, for the demand for agricultural credit is usually 
strongest when the commercial money market has surplus funds avail- 
able. To what extent this state of affairs would continue if co-operative 
societies develop and undertake the marketing of produce it is impos- 
sible to say. Such advances at present are, however, relatively small; 
and even if the work expands it would be chiefly in villages, to which 
joint-stock banks seldom penetrate. 

31*2. Id or does there appear to be any serious competition between, 
co-operative banks and indigenous bankers at present. As the Tlegistrar 
points out: ‘‘.Many of them are directors of co-operative banks, while 
some of the bigger bankers have also placed money in fixed deposit with 
co-operative banks; a few act as treasurers and keep the cash balances 
of the bank in current account with themselves, occasionally allowing a 
nominal interest on the same. On one or two occasions they have, 
kept the surplus money of banks in deposit at a favourable rate of inter- 
est, till a better field for investment could be found. In short, in many 
cases co-operative banks depend for their very existence on the help 
and support received from indigenous bankers and are even sometimes 
run by therm” ( 8 ) In the latter case, however, there is the danger that 
they will pay more attention to the purely moneylending part of the 
work, ignoring the dissemination of co-operative principles or the en- 
couragement of thrift. 

313. Encouragement of thrift by investment . — We are of opinion 
that thrift can best be encouraged by the formation of special societies 
for the purpose, particularly in towns ; blit such societies are at present 
handicapped by their ignorance of remunerative investments. We 
recommend that co-operative banks should give special terms and facilities 
to such societies. They should also encourage saving directly, by offering 
attractive terms for fixed deposits and additions to them, however small. 
We do not, however, recommend the opening of current accounts in co- 
operative banks, since it would then be necessary for them to keep large 
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liquid cover. In fact, surplus money is one of the great problems of co- 
operative banks at present; and the demand for 4 ‘expansion, more 
expansion, and still more expansion” is partly due to a desire to find 
an outlet for this money. It is, however, generally realised now that 
societies cannot be organised to suit the convenience of banks; and we 
recommend that banks with surplus funds should, on the one hand, 
decrease the rates of interest they offer to depositors and, on the other, 
reinvest their surplus in government securities or in other co-operative 
banks, even at a rate lower than that at which it is borrowed; for 
Es. 10,000 raised at 6 per cent, and reinvested at 5-J per cent, means a loss 
of only Es. 50 in the year, but if left idle causes a loss of Es. 50 per 
month. 

314. The treatment of cash balances and reserves . — When co- 
operative banks keep large cash balances in hand, there is 
■always danger of these amounts being misused by treasurers or 
even embezzled. Cash balances should, therefore, be kept with joint- 
stock banks or other reliable indigenous bankers where they exist; but 
there should be no objection to the government treasurer acting as the 
treasurer of a co-operative bank, and any orders which prevent this 
should be modified. But whatever the arrangements, banks should 
maintain small cash balances and should invest their surplus money. 
Investment in government securities has the additional advantage 
that money can be raised, whenever required, by pledging them with 
joint-stock banks. The practice of pledging the reserve fund is dan- 
gerous and should not be permitted, save in exceptional circumstances, 
to meet a special emergency and for a limited period. We approve of 
the policy of keeping the reserve fund of banks outside the movement; 
but if such funds are pledged and the money borrowed is used as ordin- 
ary working capital, the whole object of investing outside is defeated 
and the money of depositors is in danger. We also hold strongly that 
banks should make adequate provision for bad and doubtful debts; the 
longer a loan has been overdue, the less the chances of its recovery, 
and a bank must take that fact into consideration when preparing its 
balance-sheet. We recommend the system of crediting recoveries to 
principal first and to interest afterwards in liquidated societies, and 
consider that the same system should prevail even in working societies 
when the overdue interest is heavy and no payments have been credited 
towards principal for two or three years. We further recommend that 
interest earned but not due should be excluded from the profits for 
purposes of distribution of dividend, just as all overdue interest is ex- 
cluded at present. Co-operative banks, though they are not govern- 
ment institutions, are generally regarded as being under the special 
patronage and supervision of government; and accordingly they ought 
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to prepare their accounts in such a way as to reveal their real condition 
to the public. Moreover, they already receive various concessions from 
government and the tendency is to ask for more. 

815. Proposed concessions . — The chief additional concession pro- 
posed is the exemption of co-operative'" banks from income-tax. The 
income-tax authorities argue that the total tax paid by co-operative 
societies in the province is less than Es. 1,000, and that so 
small a concession could be of no material importance to the 
movement. On the other hand, it is argued that since the 
sum is so small, Government can afford to forgo it, if thereby it can 
.show its sympathy with the movement and remove an unnecessary 
feeling of irritation. Co-operative banks, unlike other banks and com- 
panies, are compelled by law to invest their reserve fund in government 
securities; as this is a legal obligation imposed by Government, it is 
but reasonable that Government should give a corresponding concession 
by exempting such investments from income-tax. The question of 
the interest derived from money lent to, or deposited with, one bank 
by another is not free from difficulty. Such loans and deposits are 
really part of the lending bank’s profits and should be exempt; such 
loans are, however, held to be 4 ‘outside investments” and therefore 
liable to income-tax. This must definitely discourage lending between 
banks; whilst it is difficult to understand why a loan given to a society 
should be held to be exempt, and one made to a sister institution should 
be liable. We recommend that the principle of exemption should be 
simplified, and that all the income of a co-operative society should be 
exempt from income-tax. All payments made by a society to individuals 
'by way of dividend, interest, bonus, etc., will, of course, remain liable. 

316. Other concessions suggested are : — 

(1) that the debentures of provincial banks should be included 

in the list of trustee securities; 

(2) that the Court of Wards and District and Municipal boards 

should be permitted to deposit their money in co-opera- 
tive banks; 

(3) that co-operative societies should be exempted from court- 

fees as they are from stamp duties; the occasions on which 
they have to pay court-fees are not frequent, but they are 
often a heavy item in the accounts of those societies which 
can least afford them; 

(4) that the present restrictions against the advancing of taqavi 

to co-operative societies should be removed and that taqavi 
should he given to or through them whenever practicable. 
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817 . We strongly recommend the last proposal : co-operative 
societies are the best agency for taqavi distribution. We have no objec- 
tion to the other three proposals. But we do not attach great importance 
to any of these concessions; they would not appreciably help the growth 
of the co-operative movement. What is wanted most in the first 
instance is a careful study of local conditions and problems; this should 
be followed by organised and systematic development in selected areas 
enlisting local support and adopting or adapting local methods as far 
as possible. We recommend that development should be gradual, 
starting with thrift, rural reconstruction and better living, then ex- 
tending to credit for productive purposes and, last of all, to land mort- 
gage societies for long-term unproductive loans; while the problems of 
the supply of requisites and the sale of produce should also be taken up 
at the same time. We suggest that 15 or 20 villages with a population 
of about five to ten thousand clustered round a small market town or 
village should form an administrative unit. In such an area, every 
village should have at least two co-operative societies, one for credit and 
allied activities and one for better living; and there should be a small 
rural bank in the market town. Other rural activities in such directions 
as sanitation, agricultural improvement, education, etc., should also be 
carried on under the guidance of a special supervisor, and the superior 
control of inspecting experts belonging to the various development de- 
partments. The economic condition of the villager cannot be improved 
unless his problems are tackled from all sides at the same time; real pro- 
gress will not take place if attention is devoted to banking alone, or to 
agriculture alone, or to any single aspect of the life of the villager. 
Official help and guidance are essential and will be so for a long time 
to come. We hold continuity of policy to be absolutely vital, especially 
as regards the development of co-operation. For this purpose we recom- 
mend that there should be a continuous stream of officers under train- 
ing so that there may be no break of policy when an officer leaves the 
department. Ultimately, the aim must be to train co-operators to 
manage their own affairs themselves. The object of official effort 
should be to make itself unnecessary; its success must be judged by 
the speed with which it achieves that object. But the time for its 
disappearance will not come till the co-operative society stands firm 
on foundations that ha^e been well and truly laid. 
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APPENDIX I 


Table showing the progress of the co-operative movement tn the 
United Provinces since its inception. 


Year. 

Total number 
of 

societies. 

l'otal member- 
ship of pri- 
mary societies. 

l 

Total 

tvorking capi- 
tal of 
societies. 

Total owner! 
capital of 
societies 






Rs. 

Rs. 

1904' 05 


® • 

159 

12,215 

62.094 

! 


1905**08 


*• 

123 

10,234 

1,32, IBS 

47,018 

1906-07 

. . 

. . 

170 

17,404 

10,04,233 

1,67,613 

1907-08 


% 

1S7 

38,985 

21,70,142 

2,79,431 

1908-09 

. . 

® . 

369 

45,067 

32,95,557 

4,70,136 

1909-10 

.. 

. . 

7S9 

49,963 

37,42,459 

5,63,862 

1910-11 

0 « 

. . 

1,258 

63,035 

49,60,229 

7,63,189 

1911-12 

% » 

. . 

1,946 

76,812 

65. .79, 656 

10,25,432 

1912-18 

. . 

. . 

2,580 

94,042 

86,67,622 

13,58,232 

1913-14 

* • 

m « 

2,SOO 

108,023 

1 , 14 , is, ear 

17,82,086 

1914-15 


0 • 

2,962 

107,781 

1,17,49,144 

23,15,601 

1915-16 

' •• 

9 9 

3,190 

113,251 

1,20,34,851 . 

28,47,691 

1916-17 

• » 

'■0 9 

3,246 

109,233 

1,20,40,885 

33,76,462 

1917-18 

* « 

9 s> 

3,087 i 

97,638 

1,13,00,825 

38,81,206 

1918-19 

9 % 

• . 

3,406 

9S,527 

1,16,40,890 

40,70,571 

1919-20 

• • 


3,721 

97, OSS 

1,14,14,760 

42,33,713 

19S0-21 


. . 

4,493 

110,620 

1,29,57,581 

46,04,540 

1921-22 


. , 

5,137 

128,113 

1,44, 28, 375 

51,62 101 

1922-23 

' 


5,509 

186,423 

1,61,63,939 

57,50,738 

1923-24 



5,755 

144,482 

l s 67,49,9S9 

64,34,253 

1924-25 



6,000 

155,149 

1,80,57,369 

72,05,319 

1925-26' 

: 

■■ 

6,238 

158,719 

1,88,49,170 

77,04,460 

1926-27 

"■ 4k 4 ' . 

* . 

6,242 

163,983 

1,97,75,823 

82,9^282 

1927-28 

; 

• • 

6,083 

» 159,427 

2,01,86,947 

86,04,940 

1928-23 

•• 

** 

5,807 

« 151,785 

2,17,59,786 

' 89,73,748 


* A latije number o£ fictitious members were removed. 
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APPENDIX II. 


Proposed Scheme for a Provincial Go-operative Bank for the 
United Provinces. 


1. Objects. — The objects of the provincial bank are : — 

(a) to guide, direct and control the financial transactions of its 

members and advance them loans on the security of co- 
operative paper; 

( b ) to attract deposits on more favourable terms than its members 

can obtain individually; 

(c) to balance surpluses and deficits among its? members; 

(d) to borrow from commercial banks when necessary, and with 

the sanction of the Registrar, on the security of co-opera- 
tive paper or otherwise; 

.(e) to encourage thrift, savings and self-help among its members. 

2. Constitution. — The membership shall be confined to (a) central 
societies in the province, hereinafter called member-societies, (b) such 
individuals as purchase shares in the bank, hereinafter called preference 
shareholders. 

3. Capital. — The nominal capital shall be twenty lakhs of rupees. 

4. Shares. — (a) Ordinary shares shall be held by member-societies 
in the province and preference shares by individuals; they shall not be 
withdrawable; 

(b) The value of a share shall be Rs. 100; 

(c) Each member-society shall be required to purchase one ordinary 
share of the bank for every Rs. 800 or fraction thereof held in its share 
capital and reserve fund (owned capital) ; 

(d) For every share purchased Rs. 25 shall be paid on application 
and Rs. 25 more on call within three months; 

(e) The balance of Rs. 50 shall remain as a reserve liability which 
may be called up in emergencies with the sanction of the Registrar; 

(/) Interest will be payable at 9 per cent, per annum on arrears of 
called-up shares overdue; 

( g ) Shares remaining unpaid for over three months after the due 
dare may be forfeited by the Provincial Bank and sold at the risk of 
the shareholder; 

(h) Forfeited shares may be sold or re-allotted either to the original' 
holder or to other holders; 
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(i) The Board shall have power to cancel the forfeiture if arrears are 
paid off before the shares are sold, re-allotted or otherwise disposed 
•of. 

5. General meetings. — (a) The supreme authority shall be vested 
in a general meeting of delegates from member-societies and preference 
shareholders; 

(b) Each member-society will, by a resolution of its executive com- 
mittee, nominate one of its directors as a delegate to the general meeting 
•of the Provincial Bank; 

(c) The Registrar shall b© the ex officio Chairman; 

(cl) Every delegate present shall have one vote, but delegates re- 
presenting member-societies who are in arrears of share-calls will not be 
•entitled to vote; 

(e) The Chairman shall have a casting vote; 

(/) To constitute a quorum, there shall be delegates from at least 
one-third of the member-societies and holding one-fifth of the share 
■capital; 

(g) The general meeting will be held at least once a year (probably 
at the same time as the co-operative conference) ; 

(h) Extraordinary or special general meetings may be called when 
necessary . 

6. Board of Directors . — (a) The Board of Directors will carry on 
'the business of the Bank; 

( b ) It shall consist ofe — 

(1) The Registrar, as Chairman; 

{%) Six representatives of the member-societies holding 20 shares 
in the Provincial Bank and three preference shareholders. 
They shall be elected by the general meeting and hold 
office for one year; 

<3) Three persons unconnected with the co-operative depart- 
ment nominated by the Government for their special know- 
ledge of banking from the business and banking com- 
munity; 

(4) One representative of the United Provinces Co-operative 
Union nominated by the executive committee of the 
Union and holding office for one year; 

(c) The Board will meet twice a year or more often if the business 
so requires; 

(d) A fortnight’s notice shall be necessary for the meeting of f me 
Board; 

( e ) Five members will form a quorum; 

( f) All matters will be decided by a majority of votes® 
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(g) The Chairman shall have a casting vote also. 

7. Qualifications for Directorship. — Every member of the Board of 
Directors of the bank shall vacate Ms office — 

(a) If he becomes insolvent; 

(h) If by reason of mental or bodily infirmity he becomes incapable 
of acting; 

( c ) If (except with the consent of the Board of Directors) he be 
absent from the Board’s meetings for more than two consecutive meet- 
ings; 

(d) If the central society of which he is a director is liquidated or 
ceases to hold the required number of shares to qualify him for the office , 
or if he himself ceases to be a director of the same; 

( e ) On his resigning office by notice in writing to the Board of 
Directors. 

8. Managing Committee. — (a) The Managing Committee will carry 
management of the affairs of the bank; 

(6) It shall consist of four, persons elected by the Board of Directors 
from amongst the directors of whom one must be a delegate of a member- 
society, one shall be a preference shareholder, and one an officer of govern- 
ment, in addition to the Chairman of the Board of Directors who shall 
be Chairman of the Managing Committee ex officio; 

( c ) It shall meet every month; 

(d) It may delegate some of its administrative powers to the Chair- 
man and some to the Manager, but whatever is done by them shall 
require the confirmation of the committee; 

( e ) In their conduct of the affairs of the bank, the executive com- 
mittee shall exercise the prudence and diligence of ordinary men of 
business and shall be responsible for any loss sustained through acts 
contrary to the law, the- notified rules or these byelaws. 

9. Borrowings and lendings. — (a) The Provincial Bank may raise 
deposits from individuals at suitable rates ; 

(b) It may accept the surplus money of members at a suitable 
(low) rate of interest; 

(c) It will ordinarily lend money to members only; provided that it 
may invest surplus funds in such manner as it may consider suitable; 

( d ) Its lending rate will be as low as practicable. 

10. Guidance and control. — ( a ) The Provincial Bank may fix the 
rate of interest to be paid by member-societies on deposits raised by 
inem and also regulate their volume and nature; 

(h) It will normally allow a member-society to raise deposits only 
in its own area of operations. But a member-society may accept 
deposits from other areas with the sanction of the Provincial Bank; 
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(c) Lending between banks will be forbidden; 

(d) It will require the submission of reports and returns and will 
be entitled to inspect the books of the members; 

(e) It will license the staff employed by member-societies and can- 
cel such licences. It will prevent the employment of unlicensed persons 
by the member-societies; 

(f) It will have power to impose a penalty in case of wilful default 
by member-societies to carry out its instructions. 

11. Profits . — (a) Dividends on shares will be limited to 7 per cent., 
with the proviso that in the case of preference shareholders 5 per cent, 
cumulative dividends may be given; 

(b) The rate of dividend recommended by the Board of Directors 
may be reduced by a general meeting, but not enhanced by it. 



CHAPTER VII. 

The present legal situation in respect of debt. 

818. The Bundelkhand Land Alienation Act *. — As far back as 
3882 a measure was passed entitled the Jhansi Encumbered Estates Act, 
the general object of which was to restore to solvency the proprietary 
body in certain parts of Bundelkhand. This Act did not place any 7 
restrictions on the right of the proprietors' to transfer their land. In- 
quiries were made in 1901, which showed that the indebtedness of the 
proprietary body affected was only 4| lakhs less than it had been in 
1877, when remedial measures were first discussed. This and other, 
considerations ultimately led to the passing of the Bundelkhand Land' 
Alienation Act of 1908, which was based on the Punjab Alienation of 
Land Act of 1900. The case for legislation as it stood at the time may 
be stated briefly thus. 

In Bundelkhand the great majority of all proprietors were agricul- 
turists in the true sense of the term, being directly employed in the 
cultivation of land. At the same time cultivators were relatively 
scarce. The agricultural classes were sharply distinguished from.' 
the n on-agricultural , whilst the moneylenders taken as a whole- 
formed a separate class by themselves. The proprietary body was. 
deeply indebted, and transfers between agriculturists and non-agri- 
culturists, notably moneylenders, had been frequent. Such transfers, 
led to several undesirable results. Firstly , the substitution of a Vaish 
for a Rajput meant the loss of a cultivator in a tract where cultivators^ 
were scarce, and might, and often did, lead to serious losses of culti- 
vated area. Secondly, such transfers from the agricultural to the non- 
agricultural classes were disastrous for the tenants, who were then- 
placed in the power of landlords who regarded land merely as a com- 
mercial investment, and oppressed and rack-rented them. Thirdly , 
such transfers were a source of danger, since they resulted in the dis- 
possession of a large number of ancestral proprietors, who became 
turbulent and discontented, and were apt to blame the State for their* 
misfortunes. 

319. The general effects of this Act may be summarised thus ■ 
(1) There has been a reduction in the supply of credit and an? 
increase in its price. 

* See also page 855. 
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(2) This reduction of credit has led directly to a fall m land 

values. 

(3) There has probably been a considerable reduction in the 

total volume of debt; at all events it is lower in this tract 
than in any other part of the province. 

(4) The non-agricultural moneylender has been replaced to a consi- 

derable extent by the agricultural moneylender. Of the 
total debt in Bundelkhand 4*2 per cent, is due to the latter 
and 44 per cent, to the former. 

(5) Transfers have been for the most part, (though not entirely, 

since there are means of evading the law) from one agri- 
culturist to another. 

(6) Even in Bundelkhand, where most landlords are small culti- 

vating proprietors, some are richer than others. It seems 
inevitable that as a result of this Act the richer landlord 
has increased his possessions at the expense of the poorer. 

(7) It may be doubted whether the Act benefits the tenant’. 

No landlord oppresses his tenants so ruthlessly as the 
small owner, “himself struggling for a bare subsistence.” 

In theory, of course, this Act runs counter to all accepted prin- 
ciples regarding rights of ownership, and has, so far we are aware, no 
parallel in any other country in the world, save in certain other parts 
of India. In practice, on balancing the results described above, we 
are inclined to doubt whether the advantages derived from the Act 
outweigh its disadvantages, even in Bundelkhand. We are not pre- 
pared to go so far as to recommend its repeal though some of us are 
inclined to suggest that the possibility of repealing it be examined. On 
the other hand, we are certainly not prepared to recommend its extension 
to any other part of the province. In another chapter/ 1 ) we have given 
the most recent statistics available relating to transfers of land between 
agricultural and non-agricultural classes, and stated our opinion that the 
figures as they stand would not justify such legislation. "We here state 
briefly the case against its extension from other points of view; and: 
proceed by means of a comparison of the facts, as they stood in 1903 
■in Bundelkhand, with the facts as they stand now in the rest of the 
province. 

(1) In the Bundelkhand of 1903 a transfer from an agriculturist' 
to a non-agriculturist meant the loss of a cultivator in a tract where 
cultivators were scarce, and generally led to reduction of cultivation. In 
the rest of the province at the present day the demand for land is so kaen 
that the same difficulty could not possibly occur. 


( l ) Chapter IV, para. 241. 
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(2) It was held in 1903 that a transfer of land from an agriculturist 
to a non-agriculturist led to the oppression of the tenants, because the 
new landlord regarded his land merely as a commercial investment. 
Whether in 1903 or in 1930, whether in the circumstances of Bundel- 
khand or of . any other part of the province, we regard this statement 
as plainly absurd; and could, if necessary, quote many experienced 
officers in support of our view. We have already offered some general 
'observations on this point. ( 2 ) It may or may not involve loss of tra- 
ditional sympathy between landlord and tenant, but it does imply 
reasonably good management. Just because the non-agriculturist land- 
lord is a man who regards land as a commercial investment, he will 
not harass his tenants. The tenants may be the moneylenders’ 'milch 
kine 5 ; but no dairy was ever run at a profit with starved cows. We 
repeat that the exchange of a non-agricult ural for an agricultural land- 
lord generally, perhaps more often than not, means substitution of a 
good for a bad landlord. 

(3) In 1903 transfers from agriculturists to non-agriculturists were 
regarded as causing discontent amongst the expropriated landlords, 
leading to dissatisfaction with government. It is doubtless true that a 
man who has sold his land often blames not only himself and his rapacious 
creditor, but also the government under whose administration this 
evil has come upon him; for in the East the State is still regarded by 
the masses as all-powerful, and as the direct cause of all results, 
whether good or bad. Especially will he blame the government if his 
property has been sold up by the order of one of government’s courts. 
But the fact that alienations of land are restricted to cases where both 
parties are agriculturists will not lessen that discontent. A dispossessed 
Rajput may feel bitter at seeing his land in the possession of a Vaish 
moneylender, whilst he himself works as a labourer on somebody 
else’s land; but we doubt whether his feelings would be much less 
bitter if the transferee were a Kurmi or a Chamar. The cause of the 
bitterness is the fact that he has had to give way to a man whom he has 
always regarded as his inferior; he will not be reconciled to his lot 
merely because his supplanter happens to know how to drive a plough. 

(4) Whereas in Bundelkhand most landlords- were peasant proprie- 
tors who themselves cultivated land, in the rest of the province there 
are many wealthy landlords who are not, strictly speaking, agricul- 
turists at all, since they do not cultivate but merely collect rents. Are 
such landlords to be classed as agriculturists or non-agriculturists ? 
Su^h men, and they form a powerful body, would certainly resent being (*) 


(*) Chapter IV, para. 237. 
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classed as non-agricultural; yet if they are allowed to purchase land 
freely, the inevitable result will be the gradual disappearance of small 
propertors and an increase in the number and size of large estates. We 
have seen reason to believe that the richer land-owner has to some 
extent swallowed the smaller even in Bundelkhand ; in the rest of the 
province, were a Land Alienation Act applied to it, the same result 
would occur, but many times magnified. 

320. In short, we hold strongly that there is no case for intro- 
ducing a Land Alienation Act in any other part of the province. It 
is not warranted by the figures of transfer between agriculturists and 
non-agriculturists, and in the circumstances of the province it would 
have most undesirable and even dangerous results. 

321. The Transfer of Property Act— Under the Transfer of Pro- 
perty Act, a mortgage of land must be the subject of a registered deed. 
An equitable mortgage is one made by depositing the title of the mort- 
gaged property with the mortgagee, and such a mortgage is legal only 
in certain port and presidency towns. In this province it is not possible 
to raise a loan on the security of title-deeds. However short the term 
of the advance to be secured. 1 , the mortgage which secures it must be 
registered, which means* both delay and additional charges, charges 
which might amount, if the period of the loan is short enough, to more 
than the interest charges; in other words, the price of credit would be 
increased by over 100 per cent. We do not suggest that the registered 
mortgage should be abolished; but we recommend that equitable mort- 
gage by deposit of title-deeds should be made legal in this province, as 
it is in presidency and port towns and also in the Punjab, to which prov- 
ince the Transfer of Property Act does not apply. 

Again, there are many mortgagees in the province, but they cannot 
use their mortgage-deeds as security on which to borrow money. We 
recommend that the law should be amended so that the mortgagee can 
transfer his interest in the mortgage to his creditor by a mere deposit of 
the title-deed. 

Our third recommendation relates to usufructuary mortgages, and 
is one already made by the Eoyal Commission on Agriculture, whose 
words we quote: — “No usufructuary mortgage of agricultural land 
should be permitted by law unless provision be made for an automatic 
redemption within a fixed period of years, of which twenty should be 
the maximum.’ 5 ( s ) Every usufructuary mortgage should, in our 
opinion, bear on its face the date of its final redemption. • 


(*) Report of the Royal Commission on Agriculture in India, 1928, page 419. 
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822. The Insolvency Act . — Many witnesses have complained that 
the present insolvency law puts a premium on fraudulent bankruptcy. 
The dishonest debtor finds little difficulty in inducing a court to declare 
him insolvent : or, once declared insolvent, in inducing the receiver 
appointed to administer his property to record incorrectly, or actually 
to withhold, realisations and recoveries. In either case the creditor is 
defrauded of his rightful dues. Such complaints though not universal 
contain a good deal of truth. 

But the defect, in our opinion, is not in the law itself but in its 
administration. We believe that the existing provisions, if carefully 
enforced, are sufficient to deter a debtor from resorting to insolvency as 
a. means of deceiving his creditors or securing a preference to some 
creditors as against others. The judges, we are informed, are over- 
burdened, and are apt to regard other branches of their work — civil and 
criminal — as more important. The remedy is possibly ^the appointment 
of special insolvency judges, where insolvency petitions are numerous; 
or in the alternative that judges should be provided with some sort of ex- 
pert agency to investigate the facts when such petitions are filed. 

323. The Usurious Loans Act . — We were specially desired to 
enquire into the working of the Usurious Loans Act of 1918 : but we 
have received little evidence on this matter, and that evidence is con- 
flicting. The Agricultural Commission has stated that the Act is “a 
dead letter in every province/ 9 but admit that they received no evidence 
from civil judges. Two of our most valuable judicial witnesses, — one* 
a judge of the High Court, the other a small cause court judge who by 
reason of the nature of his work is constantly dealing with cases of 
debt — , agree in denying this statement. The latter asserts that lie- 
himself and his brother judges constantly apply the Act: the former- 
says, in explanation of the fact that the Act has not been so freely used 
as might be expected, that the limitation of registered mortgage-deeds- 
executed before 1918 has not yet expired. This refers to a provision 
in the Act which restricts its operation to suits for recovery of loans, 
made, or for the enforcement of securities taken, after the commence- 
ment of the iVct , with the result that the Act cannot be applied to 
loans made or securities taken before its commencement. On the 
other hand, we have received complaints that the Act is sometimes 
used to the detriment of the creditor, because judges are apt to reduce- 
the rate of interest even when it cannot be regarded as usurious. From' 
the practical point of view, indeed, the principal defect of the Act 
appeals to be the absence of any definition of usury. We must admit 
that it is well-nigh impossible to frame such a definition; for the fixation 
of a rate of interest depends on numerous factors which vary from case 
to case according to their merits, and a rate which is fair in the 
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circumstances of one loan might amount to rank usury in the case of 
another. Nevertheless, the absence of this definition must inevitably 
result in unequal treatment of creditors, ^because every judge will 
administer the Act according to his own idea of what constitutes usury. 

On the basis of the evidence before us we can only conclude — 

(1) that the Act is used more freely than we had been led to 

expect; 

(2) that owing to the important defect which we have men- 

tioned, it is sometimes misused to the detriment of the 

creditor; 

(3) that as time passes and the number of loans and securities of 

an earlier date than 1918 terminate, its use will increase. 

324. Discretion of courts to allow interest after suit . — When a 
plaintiff files a suit it is entirely in the court’s discretion to allow or 
refuse him interest after the date when the snit was filed. The court 
may allow the same rate of interest as is mentioned in the bond; it may 
reduce that rate or even disallow interest altogether. Again, it may 
reduce the rate for the entire period from date of suit to date of 
recovery, or from date of decree to date of recovery. Usually it allows 
only 6 per cent, from the date of suit to the date of recovery, even 
though a higher rate of interest is stipulated in the agreement. The- 
courts occasionally refuse to allow even, ad litem interest. Generally, 
courts allow the stipulated rate of interest for the period preceding the* 
suit, unless that rate is usurious. We can find no justification for action 
of this kind. If the borrower has agreed to pay interest at a certain 
rate, he should continue to pay that rate to the date of recovery. As- 
matters are, the borrower often deliberately avoids satisfying a decree 
so as to get the benefit of the lower interest fixed by the court. We- 
consider that the Civil Procedure Code should be so amended that courts 
no longer have discretion to reduce the stipulated rate of interest after 
the date of the suit, unless that rate is * ‘usurious, 5 ’ 

325 Delay in suits and in realisation of decrees . — It takes a long' 
time to get a decree, and a longer time to execute it. This naturally 
affects the cost of credit. We admit that a judge must be fully satis- 
fied before he grants a decree. We admit that a borrower’s right to- 
adduce evidence in support of his case cannot be limited. Nevertheless- 
there is considerable delay in the disposal of cases; how far that delay 
is avoidable we are not in a position to say, but we consider that 
possibility of avoiding it should be examined. If it prove unavoidable 
the obvious remedy is to increase the number of judges. 
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326. Dishonesty of lower court officials , and defendants . — We 
have received many complaints of the dishonesty of lower court officials, 
such as ahlmads, bailiffs and process servers. They annoy the plaintiff by 
their exactions; for a consideration, they are willing to help the defendant 
to evade the process of law, by such means as failing to serve summonses, 
by creating difficulties in the attachment of property, or by giving infor- 
mation of an impending arrest or attachment. These complaints may be 
exaggerated : but we bring them to the notice of judicial authority. 
Finally, defendants often raise, or cause to be raised, purely vexatious 
objections with the object of prolonging proceedings. We consider that 
judges should be armed with greater power to prevent and punish such 
abuse of the facilities provided by law. 

327. Existing rent and revenue legislation . — The laws which 

govern revenue and rent are : — * 

(a) the United Provinces Land Revenue Act of 1928, 

(b) the Oudh Pent Act of 1886 (as amended in 1921 and 1926), 

(c) the Agra Tenancy Act of 1926. 

(a) The. United Provinces Land Revenue Act . — The chief feature 
of the new United Provinces Land Revenue Act is that it has put settle- 
ment operations on a statutory basis, and has imposed limits of various 
kinds, all of which have the effect of greatly reducing the burden of 
assessment. 

(b) The Oudh 'Rent Act of 1886 has undergone several important 
amendments in 1921 and 1926. The amendments grant statutory 
rights for life to a tenant and to his heir for five years after his death, 
and limit the landlord’s power to enhance rent. Under the old Act 
a landlord could eject a tenant or enhance his rent after a period of 
seven years. The result was that the landlord usually ejected the 
tenant unless he accepted an enhancement. Under the amended Act 
not only is the tenant assured that he will remain undisturbed in his 
holding during his lifetime, and that his heir will hold it for five years 
thereafter, but he also knows that his rent can only be enhanced once 
in every ten years, and then to a strictly limited extent. In every 
tenth agricultural year a special officer is appointed “to propose fair 
and equitable rates of rents for statutory tenants. 5 ’ This year is called 
a “roster” year. These rates “are based on genuine, adequate and 
stable rents which are paid by substantial tenants who depend upon 
their holdings for their livelihood and can be paid without hardship 
over a series of years, due regard being paid to movements in prices and 
the letting value of land.” Different rates are fixed for different soils 
according to the soil classification and the circles demarcated at the 
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previous settlement : if no demarcation was then made, the special 
officer makes one in the manner prescribed for settlement. ( 4 ) In- 
other words, so much of the ordinary settlement procedure is- carried 
out as is necessary to ascertain the extent to which and the direction in 
which rents have moved since the last roster year, and to determine on 
this basis what rents are fair and equitable, which rents are then used 
as a measure of enhancement. In these circumstances the fact that the 
maximum, enhancement has risen from 6| per cent, to 33 J per cent, 
is a matter of small moment, all the more so that if the maximum 
enhancement is decreed then it may be spread over any number of 
years not exceeding five by yearly increments. 

(c) The Agra Tenancy Act. — The Agra Tenancy Act closely 
resembles the Oudh Rent Act. It grants a statutory life tenancy to 
every tenant who was formerly classed as a tenant-at-will, with a five 
years’ remainder to, his heir after his death. Tenants that hold a right 
of occupancy at the time when the Act was passed remained undis- 
turbed, and it is no longer possible for a tenant-at-will to acquire an 
occupancy right by continuous cultivation over a period of twelve years. 
On the other hand, a tenant can now purchase an occupancy right from- 
a landlord, or receive it from him as a gift. Enhancement of a statutory 
tenant’s rent is only possible after twenty years, i.e., once during the 
ordinary life of a settlement, and is subject to the same “roster” limi- 
tations as have been described above. 

328. Effect of the new legislation on credit . — The new Tenancy 
Acts have affected the credit both of landlords and of tenants, but in- 
different ways. Under the old Act, though it was difficult for a landlord 
to enhance an occupancy tenant’s rent, yet he could always prevent 
a tenant from acquiring an occupancy right by ejecting him before lie- 
had completed a twelve years’ tenure. Further, on the expiry of any 
tenancy, either by ejectment or from any other cause, he could demand' 
an enhanced rent without limit or hindrance; and since there was a 
great demand for land, the landlord could invariably get the enhance- 
ment which he demanded. Under the new Act, however, the statutory" 
tenant is secure in his holding for the rest of his life, and his heir for five 
years thereafter; whilst enhancement can now only be made at lengthy 
intervals and is strictly limited in extent. These changes have had 
the effect of reducing the value of land, or rather of checking a tendency 
(due to other causes) for that value to rise; and as land is the only 
important asset which most landlords can offer as security for a l$an, 
it has had the further effect of reducing the landlord’s credit. 


I 4 ) Oudh Beat; Act, section 51D. 
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329. There is another change in the Act. which also tends tc 
•reduce the value of land, but is of special importance in connexion with 
usufructuary mortgages. Every landlord whose proprietary rights are 
transferred either by foreclosure, sale, or certain types of voluntary alien- 
ation, becomes an exproprietary tenant, with a right of occupancy in 
his sir and in any land which he had cultivated continuously for ten 
years before the date of the transfer. For the purposes of this section, 
.a usufructuary mortgage is deemed to be a transfer. Under the old 
Act, an exproprietary tenant paid a rent equal to 75 per cent, of the 
.average non-occupancy rate. Under the new Act, however, his rent is 
two annas in the rupee less than the roster rates for occupancy tenants. 
Since an average non-occupancy rate was often two or three times the 
-occupancy rate, it is obvious that the usufructuary mortgagee under the 
.new Act obtains a much lower rent in respect of the land which the 
mortgagor continues to hold than his predecessor under the old Act, 
with the natural result that the terms which the usufructuary mort- 
•gagee at the present day is lively to offer will be considerably less 
favourable to the mortgagor than they were before 1926. 

330. There are other minor changes in one or other or both Acts 
which also tend to reduce the value of land. Enough, however, has 
.been said to show that recent legislation has weakened the landlord’s 
credit. 

331. But whilst these new Acts have had the effect of reducing 
the landlord’s credit considerably, they' have affected the credit of the 
tenant much ' less. It has been explained in a previous chap- 
ter that, with certain special exceptions, no tenant’s right is 
transferable and no tenant’s holding can be legally mortgaged; 
but that all tenants have certain rights of subletting, and use sub- 
leases as a substitute for usufructuary mortgages. Under the old Act, 
.an exproprietary or occupancy tenant could sublet the whole or any 
.part of his holding for five years, though he might not again sublet 
:any part thereof until two years had elapsed after the expiry of the 
former sublease. Under the new Act, these tenants have retained the 
same right of subletting, but the period which must elapse between sub- 
leases is now five years. They are, therefore, slightly worse off than 
they used to be. On the other hand, the non-occupancy tenant of the 
old dispensation could only sublet for one year, whilst the period bet- 
ween subleases was three years; but the new statutory tenant, who has 
replaced hiift, may sublet for a period of three years,' whilst the period 
‘between subleases remains the same. The statutory tenant, therefore, 

is in a far stronger position than the old non-occupancy tenant in the 
matter of subletting, and consequently in the matter of credit. It is 
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true that at present statutory rents are so high that the margin' for 
profit left to a subtenant-mortgagee is small; but in Agra at all events, 
where enhancement commonly takes place once in twenty years, it is 
likely to increase with time. And under the provisions of the present 
Act, the statutory tenure will ultimately become by far the most im- 
portant of all tenures. 

332. As has been already pointed out, such subleases are wholly 
illegal. They are also wholly pernicious. Redemption is almost im- 
possible because the tenant has reduced the resources from which lie 
must finance redemption ; and the end is generally relinquishment of the 
land by the debtor and a lease of it by the landlord to the creditor. 
Yet it is difficult to suggest any means by which the practice can be 
stopped; indeed, the law provides ample means already. The difficulty 
lies in the fact that the landlord will not use those means, for, as we 
have pointed out Already, the change is often to his advantage. 

333. The tenant's long-term credit . — Occasionally a tenant re- 
quires long-term credit, to repay his inherited debts, to improve Ms 
land, or for less desirable objects. But no creditor would grant a long- 
term loan without adequate security, and the only adequate security 
which an agriculturist can offer is a mortgage on his land. As matters 
stand, therefore, the tenant cannot obtain long-term credit at ail, 
unless he is prepared to break the law by a sublease of the type just 
►described; and many of our witnesses have on this account recommended 
that his rights should be made transferable. We cannot recommend 
-such a change. To an uneducated peasant, an increase of credit merely 
means an increased incentive to incur debt. That assertion is proved 
past all doubt by our statistics of debt in the eastern districts, where, 
amongst tenants and peasant-proprietors, the incidence of debt per debtor 
is no less than Es. 330, as against a provincial average incidence of 
Es. 172; and the only cause that can be assigned for the difference is 
: the fact that certain classes of tenants in those districts do possess 
transferable rights. If the tenant is to be granted the right 
•of transferability, then the right must be so limited as to pre- 
vent its misuse. After carefully considering all the circum- 
stances, we are disposed to recommend that the exproprietary or occu- 
pancy tenant should be given the right to mortgage (but not otherwise 
transfer), his holding for a period not exceeding twenty years, and only to 
a land mortgage bank or co-operative credit society; and that the land- 
lord's superior right should be recognised by giving him, in case of 
enforcement of security by sale, the first right to purchase the equity 
of redemption, which will enable him to extinguish the occupancy right 
The case of a statutory tenant, however, is more difficult. His interest 


is limited to his life and five years thereafter, i.e., to an indeterminate 
period. It is impossible, therefore, to give him even the restricted 
right of transferability which we have proposed for occupancy tenants, 
because that right involves the fixation of a determinate period. One 
solution that has been suggested to us takes the form of granting him 
a right of mortgage similar to that suggested in the case of occupancy 
tenants, provided that it is backed by the collateral security of a life 
insurance, for an amount sufficient to liquidate the loan should he die 
before the period of redemption has expired. We have carefully con- 
sidered this apparently simple solution, only to decide with some regret 
that it is impracticable. Firstly, the cost would be prohibitive. The 
tenant would have to pay both the interest on his loan and the premium 
on his life insurance, and the total charges on the transaction would 
probably not be less than the charges on a moneylender’s loan. 
Secondly, before an applicant can take out a life insurance policy, he 
must obtain a medical certificate from a qualified doctor, and such a 
certificate is not easy to obtain in the countryside. Thirdly, the tran- 
saction is of a complicated kind, such as no ordinary villager would 
ever understand, and of which he would probably be deeply suspicious. 
We consider, therefore, that it is impossible to confer even a restricted 
right of . transferability on any tenant save those who have an exproprie- 
tary or occupancy right. On the other hand, since purchase of an occu- 
pancy right is now permissible under the law, we suggest that 
a land mortgage bank or co-operative credit society should be 
permitted to lend to a statutory tenant the money necessary for that 
purpose, on the security of the occupancy holding which he will thus 
obtain. Thereafter, he will be able to command long-term credit in 
the same manner as any other occupancy tenant. 

334. Hindu and Muhammadan law . — The peculiarities both of 
Hindu and Muhammadan law are such that a creditor runs no ordinary 
risk in dealing with a Hindu or a Muhammadan borrower. Amongst 
Hindus the root of the trouble is the constitution of the joint Hindu 
family. A Hindu father or manager ( karta ) borrows money on a- 
representation that the loan was necessary for the benefit of the family. 
The creditor sues him for the recovery of the debt and obtains a decree. 
Then some other member of the family, possibly on the inspiration of 
the debtor himself, brings a fresh suit to save the property, and alleges 
that the loan was not necessary or was taken for some immoral pur- 
pose^. Such litigation may last for years, and, whichever party succeeds, 
the Creditor is certain to lose. Similarly, a Muhammadan debtor can 
defeat a creditor by transferring his property to his wife in lieu of 
dower. Again, the laws of Muhammadan inheritance are extremely 
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complicated. There are various classes of heir, both male and female, 
some with a claim to a fixed share, some with a claim to the residue, 
some with a claim to both; whilst the presence of certain heirs excludes 
other heirs. A creditor will rarely have complete knowledge 
of the family tree, and consequently there is always a risk, in advanc- 
ing money to a Muslim on the security of property , of dis- 
covering too late that that property, or part of it, belongs not to the 
debtor but to some of his relations. We can, however, suggest no 
remedy for these inconveniences without disturbing the Hindu's or 
Muslim’s personal law. 

385. There are, however, two points to which we draw special 
attention : — 

(1) In a previous chapter, we have explained the peculiarities of 
Hindu law in the matter of the inheritance of debt, and have pointed 
out that the heir id taking over such debt often goes beyond the 
requirements of the law itself, which limits his liability to the assets 
which he has inherited. This in our opinion is not due, as 
the Boyal Agriculture Commission suggests, solely to ignorance 
of the legal position. ( 5 ) It is due also to a sentiment ’which 
is inspired partly by respect for the ancestor, partly by religious con- 
sideration. But the effect of this sentiment is lamentable. In, the 
words of the Royal Commission “the people are so accustomed to be in 
debt, to take it over from their fathers and to pass it on to their 
sons, that they accept indebtedness . . . as a natural state of 
iife.”( 6 ) It is a sentiment which in the circumstances of Hindu family 
life will not easily or quickly pass away. Here and there an heir may 
be found willing to brand his ancestors with the stigma of immorality to 
escape taking over their debts; but such cases, we imagine, are rare 
and whenever they do occur, are often inspired by the debtor himself. 

It is a sentiment, too, which we find impossible to condemn. Neverthe- 
less, the present position in this respect is that “the fathers have eaten % 
sour grapes and the children’s teeth are set on edge.” 

(2) The religion of Islam forbids a Muslim taking interest. To 
n Muslim, therefore, profitable investment is impossible. It is said that 
in some parts of the country this prohibition is weakening, or that it 
is evaded by such means as taking a bond from a debtor for an amount 
larger than was actually lent, or by granting a loan at a discount. We 
doubt, however, whether these refinements have yet penetrated into the 
villages; and the prohibition is still observed by orthodox Muslims 
everywhere. There was a proposal, we believe that the interest payable by 

( s ) Agricultural Commission Beport, 435. 

( 6 ) Ibid , p. 434. 
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government on the deposits in post office savings banks or postal cash 
certificates should be funded for the benefit of Muslim education. We 
suggest that the Muslim authorities might consider whether life insurance 
could be accepted by Muslims as a suitable form of investment. 

336. Stamp duties on liundis and bills . — We have referred to this 
matter in Chapter XI, and merely mention it here to complete our survey 
>f the legal points which affect credit. 

337. The Land Improvement Loans Act of 1883 and the Agri- 
culturists Loans Act of 1884. — We have already dealt at some length 
with the subject of taqavi loans. We have had to mention numerous 
complaints of the manner in which the Acts are administered, and have 
made suggestions for removing them. Here we need only mention, 
for the sake of completeness, that the defects are entirely administrative 
and that we have no fault to find with the Acts themselves. 

r 

338. The errors of moneylenders and banks . — There can be no 

doubt that in some directions the scales are weighted against 
the moneylender. We cannot, however, conceal from ourselves 
that xo some extent he is himself to blame if his legal position 
is weak. Induced by. the hope of a high return for his money he is 
.apt to take risks which no prudent man would take, and if in the end he 
loses thereby, he is entitled to blame only himself and not the law. 
Even banks, according to one of our most important legal witnesses, 
are not above reproach in this matter. “I found myself” writes this 
witness “that no regard is paid to the composition of the 
directorate. Anyone who is supposed to possess some sort of local 
Influence is considered to be good enough to be appointed a director, 
whether he knows anything or not of the working of a bank . . . 

X had a case in my hands some three years ago in which a branch of a 
bank in some other province was started in a small hill station. The 
manager or the local managing director was a man of no particular 
repute. The bank w r ent into liquidation, and if my recollection is right, 
all that was discovered in the till was a sum of Ee. 1-5-0.” Another 
case which he quotes is that of a bank which advanced half a lakh to the 
guardian of a person who had been adjudged a lunatic by a court of 
law, on the security of the lunatic’s assets, without the sanction of the 
judge. Though amongst the directors w T e?;e some lawyers, nobody had 
troubled to obtain this sanction. “I was not surprised”, adds our 
witness , ‘ 'when a few years later the bank went into liquidation. ’ ’ This 
#itness offers us the following recommendations. 

Legislation is needed to provide for (1) the minimum qualification 
<of the directors. This should not be confined to the possession of a 



( 217 ) 


•certain number of shares, but include either previous training in a bank 
or special knowledge of finance; (2) the minimum qualification for 
■appointment as manager, agent or their assistants; (3) for the compul- 
sory appointment of legal advisers who know something of banking com- 
mercial law and have made a study of conveyancing. In this connexion 
our witness points out that a. large part of the litigation in this country 
is due to the fact that people enter into transactions without previously 
obtaining legal advice, and in proof of his statement mentions a case 
in which a bank might have saved a large fee paid to its counsel during 
the litigation, if before entering into the transaction it had paid a small 
fee of Es. 100 or so to any junior lawyer for his advice. “The practice 
of retaining a family solicitor or private solicitor so common in 
England and also in the presidency towns is wholly unknown in these 
provinces and the result is legal chaos.” Our witness is of such 
-eminence in his own profession that though all his recommendations may 
not be equally practicable, we record them without comment for the consi- 
deration of the Central Committee who are examining the question of 
bankng legislation. 


CHAPTER VIII. 


Possible remedies in the present system of agricultural credit. 

339. The economic situation of the cultivator. -—In preceding chap- 
ters we have fully described the present position in respect both of agri- 
cultural credit and debt; and before suggesting possible remedies or 
palliatives of that situation, we propose to draw attention once more to 
certain of its salient features. 

(1) Though in any country only the wealthy agriculturists can 
succeed in avoiding debt, yet 46 per cent, of our cultivators are debt- 
free. 

(2) Though 56 per cent, of all cultivators possess 'holdings which are 
below the minimum economic area, the proportion of debt-free amongst 
these small farmers is as large as it is amongst their richer brethren. 

(3) Debt is least heavy in those very tracts where the number of 
uneconomic holdings is largest. 

(4) Debt increases directly with the size of the holding. 

(5) Yet even the debt-free peasant, if judged by any Western stand- 
ard of comfort, is desperately poor. 

In a word, the economic situation of the Indian peasant consists 
of a series of paradoxes, which we now have to consider and, if possible, 
explain. 

340. That explanation is not far to seek. The conclusions stated 
above are based solely on the peasant’s agricultural income, and take no 
account of any subsidiary source of income that he may possess. The 
census figures prove that a certain number of cultivators do possess sub- 
sidiary resources. Many cultivators, for instance, are also receivers of 
rent or agricultural labourers. Many possess some non-agricultural oc- 
cupation; they are blacksmiths, or carpenters, or traders, or weavers, 
or tanners, or priests. Many, again, supplement the income derived 
from their fields by growing fruit, or fishing, or hunting, by collecting 
sticks, or cow-dung, or fuel, by collecting leaves for leaf platters ( clauna ), 
by making mats of grass or baskets of bamboo, and generally by utilis- 
ing, in one manner or another, the products of Nature which they 
find around them. Very often, again, the wife or the child has an occu- 
pation of her own, as midwife, or monthly nurse, or cowherd. Richer 
agriculturists often earn an additional income as moneylenders, or cart- 
men, or grain -dealers. Finally, there is a considerable volume of emi- 
gration from many parts of the province where the pressure on the soil 
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is heaviest, which creates for the cultivator additional resources in the 
shape of remittances received from the emigrants abroad. In short, the 
agricultural population does not depend solely on its agricultural in- 
come, but has many subsidiary occupations; and any conclusions based 
solely on agricultural income are to that extent misleading. 

341. It is this fact which solves most of the paradoxes mentioned 
above. The proportion of debt-free agriculturists is large, because they 
do not rely solely on agriculture for a living. It is large amongst those 
which possess uneconomic holdings, because it is amongst the small hold- 
ers that subsidiary occupations are most numerous. Debt is less heavy 
where the number of uneconomic holdings is largest, partly for the 
reason just stated, partly because these are the tracts which send most 
emigrants abroad. Finally, the reason why the largest holdings carry 
the heaviest weight* of debt is due entirely to the fact that the largest 
tenants belong to the highest castes, of whose extravagance we have 
had much to say. 

342. One or two minor points which affect these conclusions may 
also be mentioned. 

(1) An uneconomic holding is one which is unable to support the 
cultivator and his family in reasonable comfort. But the question 
whether any particular holding is or is not uneconomic depends on 
other considerations than its size. A member of a market-gardening 
caste, such as the Koiri or Murao, can live, and live well, on a holding 
of two acres. The number of uneconomic holdings, therefore, is to this 
•extent exaggerated. 

(2) A man may be debt-free not only because he is so well off that 
he need not borrow, but. because he is so poor that nobody will lend to 
him. Amongst the number of debt-free are doubtless included some 
■of the latter class. We doubt, however, whether there are many such. 
A cultivator must be poor indeed if he cannot borrow at least one qist. 

343. Having considered all these factors and the economic situ- 
ation of the agriculturist, we can state it briefly thus. Agricultural 
indebtedness, though it is undoubtedly heavy in most parts of the prov - 
ince, is not so widespread as is commonly supposed. The principal causes 
of this somewhat unexpected result are two. Firstly, the agriculturist 
nas learnt to supplement his agricultural income from subsidiary occupa- 
tions, and secondly , migration has not only relieved the pressure 
the soil to some extent, but has brought more wealth into the province. 
In short, ordinary economic forces have been at work to relieve the 
economic situation. 


344. The poverty of the peasant. — Yet despite it all, the peasant 
remains poor. We have calculated elsewhere that 30 per cent, of all 
cultivators are living below the economic level and cannot even in the 
best of years make ends meet. Another 52 per cent, are living at 
or just above the economic level, making ends meet only in a good year 
but not in a bad. Only 18 per cent, can be regarded as well-to-do. It is 
to be remembered, moreover, that poverty and wealth are relative terms. 
The first class of the three which we have mentioned is poor even by 
the peasant’s own standard of comfort. The third is well-to-do only by 
his own standard of comfort. And that standard of comfort, in com-” 
parison with that of any Western nation, in comparison with that of 
certain other provinces, is miserably low. In proof of which statement 
it will suffice to offer two quotations : — 

“The possessions of the ordinary peasant are limited to essential 
capital — a little land, a pair of bullocks n , and seed for the 
next crop : and bare necessities — an unsaleable house, the 
clothes he stands up in, a store of coarse food grains and 
the utensils required to cook it in.”( 1 ) 

“Abject poverty is very rarely met with in any of the villages in. 

. But no less rare is any semblance of affluence 

amongst the cultivating classes. Brahmans, Thakurs and 
Muhammadans are on the whole less parsimonious than 
the other classes and constantly give the impression of 
being better fed. Even amongst these classes, however, it 
is very rare to find a plump figure in the person of a culti- 
vator .... The assumption is that cultivators cannot 
afford more than the barest necessity in the way of food. 
It wmuld be cheering to see a little rounding of spare* 
figures; and it is hoped that security of tenures may be 
helped by good harvests in the future to give a little more 
than bare subsistence to the deserving kashtikar . Apart 
from food, housing leaves very much to be desired. Masonry 
houses are extremely rare and sanitation is not even con- 
sidered as a rule.”( 2 ) 

345. Possible remedies.— There are, as usual, only two possible 
means of improving the financial position of the peasant. The first is 
to increase his income; the second is to decrease his expenditure. We*, 
coqgider the possibilities under each head separately. 

g)" Evidence, Vol. Ill, p. 79. — — ' 

(*} These comments are from a recent rent-rate report. We prefer not to par- 
ticularise. -.ru.- v . ; ■■ . ■ 
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(1) Industrialisation . — At all times in the world’s history and in 
every country, the development of industries has been the 
means of relieving agricultural depression. It draws off 
surplus population from the country to the town and re- 
lieves the pressure upon the soil. It gives to those that 
go a new and adequate income; it increases the adequacy of 
the old income for those that stay. Unfortunately, the agri- 
cultural population is conservative in its habits and hope- 
lessly immobile. At every census, over 90 per cent, of 
the population is enumerated in the district where it was 
bom. At present, too, the large scale industries of the 
province are neither sufficiently numerous nor sufficiently 
developed to relieve the pressure of population. Neverthe- 
less, though the peasant may be unwilling to go to the 
industry, it is still possible to bring the industry to the 
peasant. There are numerous small-scale occupations avail- 
able to him, either as a substitute for agriculture or as 
supplementary to it. Fortunately, he appears to have dis- 
covered for himself the value of industrialisation in this 
restricted sense. 

/2) Emigration — From the most ancient times, migration, whe 
tlier of a man or a nation, has always been regarded as the 
simplest and quickest means of relieving the pressure of 
population in an overcrowded tract. This was doubtless 
the cause which brought the Aryan race to India. It is 
still the cause which sends the Englishman to New Zea- 
land, or the Indian to Fiji. There has long been a consi- 
derable volume gf migration from some of our overpopu- 
lated districts, notably those in the East, and there are 
indications that it is growing. This is a remedy, there- 
fore, which the people themselves may be left to apply. 
As has been explained already, migration has a further re- 
sult in securing for those who remain at home an additional 
source of income provided by the emigrants. 

(8.) Additional cultivation . — Another obvious method of alleviating 
pressure on the soil is to break up fresh soil. As we have- 
seen, however, little fresh soil is available in the province, 
especially in those areas where it is most required. 

(4) New lands of cultivation . — At present the greater part of^the 
cultivated area of the province grows the staple food-crops. 
The area under such monev-making crops as cotton or 
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sugarcane is relatively small. In favourable circumstan- 
ces,— specially fertile soil, specially good facilities for irri- 
gation, specially skilful cultivation, specially good com- 
munications, — there is already a tendency for the latter to 
replace the former. But as yet the circumstances are 
sufficiently favourable only in restricted areas, notably the 
western districts. There are, however, other forms of cul- 
tivation which can also be regarded as essentially money- 
making, which the cultivator has so far shown little incli- 
nation to adopt. Of these, the most important is fruit- 
growing ; and there are undoubtedly tracts in the province 
specially suitable for this purpose. We are informed, for 
instance, by one of our members that the private 
gardens in the tiny town of Basti. grow eleven different 
kinds of fruits, — mangoes, lemons, loquats, lichis, peaches, 
pineapples, papaya, oranges, plantains, guavas and waal- 
nuts. Nor was the soil particularly fertile. 

(5) Intensive cultivation . — “It is clear”, says the Boyal Agricul- 
tural Commission, “that in the adoption of some form of 
intensive cultivation lies the greatest hope of enabling the 
cultivator to meet from his small holding his own needs and 
those of his family.’’ ( 3 ) Intensive cultivation is a vague 
term. Some seem to interpret it as meaning solely the 
substitution of a crop which fetches a better price for a 
crop which fetches a lower price, and usually mention the 
growing of vegetables as an example of such cultivation. 
But as we have shown' elsewhere, intensive cultivation in 
this sense has its limits. It is useless to grow vegetables 
in excess of the probable consumption; it is impossible to 
grow 7 them except in the immediate vicinity of the con- 
sumer, unless easy and rapid means of transport are 
available. Intensive cultivation has, however, another 
meaning, namely the growing of better crops of the same 
kind, for which the principal requisites are better seed and 
better fertilisers. It is in this direction that progress will 
he easiest and most rapid. Indeed, thanks to the energies 
of the Agriculture department, there has been considerable 
progress already. On the other hand, intensive farming 
is seriously hampered both by the fragmentation of hold- 
ings and their pepper-pot distribution; and, thanks partly 


(*) Agricultural Commission's Beport, page 416. 
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to the peculiarities of personal law, partly to the predilec- 
tions of the peasant himself, these difficulties will not be 
easily overcome. 

346. The need for capital . — For intensive cultivation, however, the 
peasant requires command of ample capital, — short-term capital for the 
purchase of improved seeds and manures; intermediate capital for the 
purchase of better plough animals; long-term capital for expenditure on 
improving his land. There has never been much difficulty in providing 
him with the first few types of credit, though usually at an exorbitant 
price. The problem in this case is to provide him with cheaper 
credit. The provision of long-term credit, however, is a very difficult 
question to which we shall presently return. 

347. Possible reductions of expenditure . — We have already made 
it plain that the peasant’s standard of comfort is miserably low. It is 
wholly impossible to suggest, therefore, that he should reduce his ex- 
penditure on his own personal needs, of those of his family, or of his 
animals. On the contrary we should prefer to see him use any addi- 
tional income that he may secure in any of the manners which we have 
suggested in increasing that expenditure. The only expenditure which 
we desire to see reduced are his debt charges. Such reduction can be 
•effected in one of two ways — 

(1) by borrowing less, especially for unproductive expenditure; 

(2) by borrowing at lower rates. 

At the present moment it is no exaggeration to say that the peasant 
borrows for any purpose, as much as he wants, whenever he wants, at 
any price, and whether he can afford to borrow or not ; and nothing will 
stop him but a general refusal on the part of all available moneylenders 
to lend. He has no idea of equating his expenditure to his income, 
and an extension of his credit will merely tempt him to extend his clebt.( 4 ) 
It is equally useless to restrict his credit by such a device as the Bundel- 
khand Land Alienation Act; for if one source of credit is closed to him 
he will find another, and his second creditor may be less desirable than 
Iris first. Such measures would amount to treating the symptom instead 
of the disease. The only cure possible is education; by which we mean 
not merely literacy but the development of his mental powers, of his 
native shrewdness, and of his knowledge, especially in such matters as 
affect his own well-being, — in a word, his worldly wisdom. 

C 1 ) ^ is for this reason that we are so averse to granting even to the occupanev 
tenant an unrestricted right of transfer; for such right will merely increase MS* credit 

and tempt him to incur fresh debt. As one witness puts it "The occupancy tenant 

ha.s begun to decay, but it is undesirable to expedite the obsequies by making it easier 
for him to barter away his life blood.” 
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348. The educative value of co-operation . — We are convinced that 
such education can only be provided by the co-operative movement. At 
present it is looked upon in the country rather as a school of business 
than as a school of discipline, as an agency for providing cheap credit 
rather than as an agency for teaching its economic use. We hold strongly 
that for the future the co-operative society must change its tactics. It 
must address itself to meeting the general needs, and not merely the- 
credit needs, of its members; the supply of selected seeds, of improved, 
implements, of better plough bullocks, the marketing of crops, the pro- 
blems of illiteracy, sanitation, human and cattle disease, the prevention, 
of waste and extravagance, — in fact every form of activity which will 
make for the improvement of the peasant’s lot should come within its 
scope. It will, of course, continue to supply cheap credit, but rather as 
a means to an end than an end in itself. 

349. In operations such as these, Government can only play a. 
secondary part. It can advise and assist them; it can neither direct 
them nor carry them out. In a peasant movement, as the co-operative- 
movement essentially is, the leaders must come from the people, prefer- 
ably from the peasants themselves. We can only commend the co-opera- 
tive movement to those who are interested in social reform. 

350,. Long-term credit and the land mortgage bank . — Of all the 
problems before us those which relate to long-term credit are the most 
important and the most difficult — important because such credit is at 
present shamefully wasted on unprodugtive purposes to the detriment of 
agriculture; difficult , because nothing less than some organisation capable 
of controlling the supply of such credit can put an end to the present 
misuse of it. We make no apology therefore for dealing with this sub- 
ject at some length. Our task is to link the agriculturist to the organised 
saving system of the country, to make him independent of private agency 
and to give as much mobility as possible to his immovable assets. Ac- 
cording to the Eeport on agricultural credit published by’ the British- 
Ministry of Agriculture and Fisheries in 1927, the problem may be de- 
fined as the finding of “an adequate agricultural substitute for the indus- 
trial joint-stock method of obtaining capital’ 5 ; or, in the words of the 
preamble of the Federal Farm Loan Act of the United States, — “to- 
provide capital for agricultural development and to create a standard form 
of investment based on farm mortgage.” 

351. The land mortgage bank seems to offer a suitable solution. 
It specialises in long-period borrowing and lending. The principal object 
of such a bank is to grant first mortgages on agricultural land and to raise 
money for this purpose by the issue of bonds to the public, secured upon, 
these mortgages. Repayment of mortgages is distributed over a number 
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of years; the annual instalment or annuity is slightly in excess of the 
interest charge. There are many capitalists, large and small, who pos- 
sess funds for which they have no use either immediately or in the near 
future, and who would welcome the opportunity of investing in a security 
so suitable as debentures. The Indian prefers visible forms of invest- 
ment and wealth, and debentures based on land should appeal to him. 

352. Our questionnaire contains a brief note on land mortgage 
banks. One of our members in a note has described in detail the consti- 
tution of land mortgage banks in other countries and the nature of State 
recognition and assistance which is granted to them.( 5 ) We here quote 
two passages from the final report of the British Agricultural Tribunal of 
Investigation, dated 1924, which deals with the Landschaften (land 
mortgage banks of Germany) and the Federal Farm Loan system of 
America. # 

“The fundamental idea is the issue by the Landschaften of land 
bonds based on the estates mortgaged in its favour. But the bonds are 
not issued on the security of specific properties; the guarantee behind 
them is the collective guarantee of the members. The borrower is paid 
at par value in bonds which he may realise in the market or through the 
agency of banks attached to the societies. The loan is usually up to 
two'-thirds of the value of the property. He has the right to repay by 
an annuity, or by special instalments at any time. He can cancel his 
loan by purchasing and tendering bonds. On the other hand, 
the holder .of the bonds cannot at any time demand repay- 
ment, but can realise in the market. Bonds are called in according to 
the progress of repayment and the accumulation of funds from the 
annuities.’’ 

“The Federal Farm Loan Act of the United States passed in 1916 
is a variant of the principle of the Landschaft. Loans are made to farm- 
ers by twelve Federal Land Banks, each operating in a separate district, 
with a capital of not less than $100,000. The Government will, if neces- 
sary, make up the subscription to this amount, but if is expected that 
its contribution will in time be returned. The borrower must join a 
Farm Loan Association, subscribing 5 per cent., of the lean he requires, 
and having a liability up to that amount. This amount is subscribed by 
the association to the stock of the loan bank, from which therefore 
the profits circulate down to the associations and through them to the 
subscribing farmers. Each association guarantees its own mortgages, 
and each Federal land bank guarantees the bonds and coupons of the 
others. There is thus a very broad basis of insurance. The most notable 

( 5 ) Evidence, vol. II, pp. 79 — 81. 


feature of the American administration is that the bonds of the Federal 
loan banks are sold to the public free of all taxation.” 

These land mortgage banks can obviously assist only those who have 
land to mortgage. They cannot lend to tenants unless their tenancy 
rights are made transferable. In a previous chapter we have laid stress 
on the danger of granting free transferability to a tenant. We once more 
insist that , though some measure of transferability is essential if the 
tenant is to share in the benefits which will result from a land mortgage 
bank, yet it should be restricted solely to transfers in favour of the bank 
itself, and only for a single object, namely the redemption of existing 
long-term debt. 

353. Some witnesses hold very strongly the view that conditions in 
this country are not favourable to the introduction of land mortgage 
banks. The agriculturist, and especially the landlord, is a bad payer. 
The banks will certainly be faced with large arrears 1 * leading to many 
foreclosures, with the result that the bank itself may find itself saddled 
with the management of the ownership of large areas of land. This 
view is entitled to respect. Nevertheless, we are inclined to believe 
that a land mortgage bank, if its management be sound, would prove of 
real help to the landlord overburdened by long-term debt. At the 
beginning of the bank's career it would, of course be necessary to accept 
the applications only of debtors whose past history warrants a belief 
that they will not- abuse their credit or allow instalments to fall into 
arrears. No bank can be expected to help a debtor who will not help 
hftnself or, through ignorance or imprudence, is determined to work his 
own ruin. But there is no reason why an attempt should not be made 
to assist those who have been engulfed in a morass of debt through the 
Bins of their forefathers or their own youthful follies, but are now 
anxious to save themselves; or to help those who desire to improve their 
property. In short, a land mortgage bank, if it. is to be successful, must 
at first move very slowly and very carefully. But there is no ground for 
the pessimism which would prevent its coming into existence at all. 

354. Should the bank be constituted on a co-operative or a joint- 
stock basis? We regard the former alternative as impracticable, for 
most of the bank’s customers will he zamindars , who will not easily 
be persuaded to group themselves in co-operative societies. The second 
•alternative is undesirable. A joint-stock bank will look chiefly, if not 
entirely, to its profits and the interests of its shareholders and ignore 
those*of its debtors. The solution we consider to be in a compromise 
between the two. The bank’s share capital should be open to the public 
for subscription; but any person, whether an individual or a society 
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who desires to borrow from the bank must first acquire an interest in* 
it by a purchase of its shares. At first, the bank would require a large 
measure of outside help, in the shape both of money and enlightened 
management, and both would be provided by the shareholders of 
the ordinary kind : later, when the borrowing shareholders have ac- 
quired the necessary knowledge, the whole administration could be 
handed over to them, when the management of the bank, if not the 
bank itself, will conform to co-operative ideals. 

We consider that a bank of this kind wall best suit the special needs 
of the province. Of the details of its constitution we need say no more 
here, since they are fully stated and discussed in an appendix to this 
chapter. Though the average landlord will not readily become a member 
of a co-operative credit society, it is possible that landlords may in the: 
course of time combine to form a land mortgage association, or hand 
over the control o£ land mortgage transactions to an existing association 
of mmindars , such as the British Indian Association in Oudh, or the 
Agra Zamindars’ Association in the other province. Such associations, 
could never be a satisfactory substitute for a bank, for though they might 
conceivably be allowed to raise a loan or accept deposits from the public, 
they could not do so at rates as low as the bank could command, whilst 
it would be impossible to allow a number of such associations to issue 
each its own debentures. So long, however, as they are ancilary to the- 
bank, and content to act only on its advice and with its assistance, 
there can be no objection to their creation. 

355. A land mortgage institution may take one of many forms.. 
There are some who advocate an independent bank for every district 
or tahsil or even for an area as small as a village; which bank, according 
to some should be constituted on a co-operative basis, according to others 
on a joint-stock basis. We are strongly opposed to such a multiplicity of 
banks. Mo bank of this description could possibly afford to pay for effi- 
cient management or possess the special knowledge required for long- 
term credit operations. It could rarely secure sufficient capital in its 
own area; it could seldom, if ever, inspire sufficient confidence to secure- 
cheap credit in other areas. A multiplicity of banks would mean a. multi- 
plicity of debentures, which would not all be equally popular, and conse- 
quently would not all be equally marketable. Such banks, again, would 
be specially subject to the temptation of ignoring sound principles of 
land valuation. And, finally, the failure of any one of these banks would 
react disastrously on others. 

% : 

Others advocate the creation of a single institution in a single centre, 
out operating all over the province. Such a bank doubtless could secure- 
all the financial support that it required, whether in the shape of share* 
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capital, debentures, or deposits. But its utility would be small because 
it would lack the local knowledge which is necessary to enable it to deal 
with particular applications. Such a bank, moreover, Would probably 
ignore the interests of the smaller landlords and devote itself almost 
exclusively to satisfying the needs of the bigger men. 

356. The solution seems to lie in the creation of a provincial land 
mortgage bank with a limited number of branches in important places, 
each operating in a separate area, and agencies subordinate to each 
branch, wherever need for an agency exists. The agent would be any 
existing bank, whether joint-stock or co-operative, or even a primary 
co-operative credit society. Each individual land-owner could then 
approach the bank through its nearest agent. A small farmer or tenant, 
if he were a member of the co-operative credit society, could approach 
it through that society. As the work of the bank increases more 
branches would naturally be opened. In making these proposals we 
.are but suggesting an adaptation of the methods of the English land 
.mortgage bank which works through the agency of other banks. 
Obviously a unitary organisation of this kind would be better able than 
any other to bring about uniform practices and uniform standards of 
valuation. 

357. The taqavi system. — (a) The Agriculturists’ Loans Act . — We 
have received numerous complaints of the working of the taqavi system. 
The suggestions which we have received for its improvement are almost 
as numerous, but many are wholly impracticable. We here state 
briefly our own recommendations. 

The first and most important question which we have to consider 
is whether the operation of the Agriculturists’ Loans Act should or should 
not be confined to occasions of distress. This incidentally is a point on 
which very few witnesses have offered an opinion. Our own opinion 
.agrees with that of the Royal Agricultural Commission. It is argued 
that in normal times “the system of government loans is inimical to 
the growth of a healthy spirit of self-help .... that it runs counter 
•to the teaching of co-operation and that it leads to demoralization inas- 
much as a beneficent government is expected to and does remit the 
loan should severe distress continue; and this a co-operative society cannot 
afford to do. It is further pointed out that government can never find 
■the whole sum required to finance normal agricultural operations, and 
■that therefore their attempt to find a part of it merely leads to anomalies.” 
These arguments contain all the material required for their own refuta- 
tionf Government loans are inimical to the growth of a healthy spirit 
•of self-help. But what is to happen during the period before that 
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•spirit has acquired its full growth? Government loans again run counter 
to the teaching of co-operation. But so fan co-operation in this prov- 
ince has taught the agriculturist little or nothing. Government loans 
again lead to anomalies. But an anomalous system of credit is better 
than none. Government loans will no doubt be gradually displaced by 
co-operative credit; but we agree with the Boyal Agricultural Commission 
that “until the co-operative movement has reached a much more ad- 
vanced stage of development, the system of government loans must 
continue 5 5 in normal times as well as in calamities. 

358. Our recommendations for removal of the defects observed in 
the administration of the Act can be briefly stated. 

(a) In times of distress the preliminary enquiry regarding the need 
for relief and the amount of it should not be delayed till calamity is 
imminent; but should be made as soon as it is in sight. Those enquiries 
should be conducted by responsible officers (assistant collectors or 
tahsildars); but in making them, they should look as far as possible 
for advice to the landlords and elders of the village concerned and not 
to the patwari. Even in times of distress the amount allotted is usually 
small compared with the total* needs of the province. On the other 
land, no government, even in a time of distress, can be expected to 
provide all the agricultural credit that is likely to be required. At 
present there is a tendency to grant small sums to as many individuals 
;as possible, — which sums are generally too small to serve the ostensible 
purpose for which they are given, with the result that they are devoted 
to other purposes. We suggest for the consideration of Government that 
it will in the long run confer a greater benefit on the people as a whole 
if it restricts the number of recipients, but gives to each the full amount 
that he requires. The recipients selected should, of course, be those 
whose need is greatest. 

( b ) At present, alike in normal times and in times of distress, the 
distribution of taqavi is often delayed till the time for its profitable 
•spending has passed. This again leads to misuse of the money advanced. 
There should be no particular difficulty in avoiding such delay. 

(c) The corrupt practices that exist in connexion with the distri- 
bution of taqavi can only be avoided if that distribution is carried out 
through co-operative societies where they exist, through village pancha - 
yats or, in their absence, through the landlords. In the first case, of 
-course, the distribution should not be restricted merely to the members 
of the co-operative society. If it becomes necessary to select recipients 
then the landlord should invariably be consulted. It is possible that 
the supervisor qanungo could give adequate assistance, for an official of 
his status will generally be above suspicion. But it is not, in our opinion, 


fair either to the borrower or to the patwari himself to put temptation 
in the latter’s wav. 

(d) On the subject of the recovery of government loans, the Royal 
Agricultural Commission writes as follows ( 6 ) : — “'The rigidity of recovery 
is sometimes the subject of complaints, but it is not in the real interest 
of the cultivator that he should be permitted to delay the repayment 
beyond the harvest of a loan taken for seed, fodder or fertilisers.” In 
theory, they are no doubt correct and in practice too so fir as taqavi 
granted in normal times is concerned. But we find ourselves unable 
to agree with them in respect of taqavi granted during times of distress. 
At such a time, short-term debt of the kind required must necessarily 
accumulate and when the date for repayment comes with the harvest 
the tenant has to finance out of a single crop the short-term debt relating 
to two or more crops; and the first good crop after a series of bad ones 
is rarely good enough to stand the strain. The result is that a tenant 
who has taken a taqavi loan must more often than not borrow to repay 
it, or in the alternative must borrow to repay his other short-term debt. 
We suggest, therefore, that the recovery of taqavi advanced in times of 
distress should invariably be effected not in one instalment but in two, 
the second of which should be a full year after the first. 

Mutatis mutandis, we have the same recommendation to make in 
respect of loans for the purchase of cattle or other intermediate debt. 

359. (b) The Land Improvement Loans Act . — We have received 

few complaints regarding the management of the Land Improvement- 
Loans Act and have few recommendations to make. The principal 
complaint seems to be that the possibility of taking taqavi for effecting 
land improvements is not sufficiently well-known. That is a matter which 
can easily be remedied. If, however, a land mortgage bank is instituted, 
the probability is that loans for land improvements will no longer be 
required at all, since the bank will provide all the long-term credit that 
is required. 


( 6 ) Agricultural Commission’s Beport, page 430. 
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APPENDIX. 

Scheme for a Provincial Land Mortgage Bank . 

1. Object. — The object of the bank should be to provide long- 
term credit on the mortgage of agricultural property at a reasonably 
moderate rate of interest, and to achieve this end it should take long-term 
deposits, loans and introduce a marketable form of investment on the 
security of mortgages in its favour. 

2. Organisation. — The bank should have its head office at an im- 
portant place, e.g., Lucknow or Cawnpore and work through a net- 
work of branches, agencies, sub-agencies, correspondents and land 
associations, so that it should be easy for anyone who stands in need of 
long-term finance to make use of the facilities which it provides. 

3. Capital . — The bank should have a capital of Es. 25 lakhs. 
Capital provides initial resources, and as such is preferable to any 
guarantee, which is merely potential security and less tangible.. 
The capital should be divided in 25,000 shares of Es. 100 each, 
known as 44 A” shares. These shares should be offered to the 
public, banks, co-operative societies, etc. Special efforts should be 
made to induce banks, the British Indian Association and similar bodies 
to lend their support and give the benefit of their knowledge and 
experience. The shares should be payable as follows : — 25 per cent, 
with the application, 25 per cent, on allotment and the balance in two 
calls as and when required. So that the agricultural classes may take an 
active and intelligent interest in the affairs of the bank, each bor- 
rower, whether an individual or land association, should contribute 5 
per cent, of his loan to form additional capital. These contributions 
should be designated as “B” shares. 

4. Rights of shareholders and directors. — As “A” shares are 
contributed with the object of helping the movement by people who will 
have no direct benefit save a restricted dividend, and the bank 
will work solely in the interests of “B” shareholders, “A” 
shareholders should have some preference over “B” shareholders in 
the matter of appointment of directors, declaration of dividend, decision 
on important matters and in case of liquidation. Both should have the 
right to attend annual meetings and participate in the discussions. 
Besides appointing two directors, as referred to hereafter, the 
shareholders should elect an advisory committee of six from among 
themselves whose main purpose wmuld be to look after the interests of 
their class and confer with the directors at least once in three months 
to place before them their view r s. This arrangement will have great 
educative value. 

p, 7, : V.' ' ' '■ '■ • 7 


15 


( 232 ) 

There should be not more than twelve directors appointed as fol- 
lows : — (i) two to be elected by the general body of holders of “A” 
shares, each such director to possess shares worth at least Es. 5,000. 

( U ) one to be nominated by the Provincial Co-operative Bank provided 
it has contributed a prescribed amount of capital, (Hi) one to be appointed 
by the commercial banks working in the province, each bank to have 
one vote (only those banks should be entitled to vote who possess a 
miniim-im capital of Es. 10,000 in the bank), (iv) one to be nominated by 
the Beserve Bank which should further contribute Es. one lakh towards 
capital, (v) one to be nominated by the Provincial Legislative Council, 
(vi) two to be nominated by the Governor in Council, one of whom should 
be a non-official, (mi) some government officer who is in touch with land 
problems and the financial requirements of agriculture, (viii) one to 
be nominated by the Land Credit Board referred to hereafter, (ix) two 
to be elected by the holders of “B” shares. 

5. Methods of obtaining working capital . — Besides the initial share 
capital the bank should raise funds by deposits for not less than five 
years, and by the issue of savings certificates and debentures and loans. 
Although some witnesses have said that the bank should be allowed to 
accept current savings and short-period deposits, we think it will be 
dangerous to associate short and long-term business. Not only is the 
experience of other countries against this arrangement, but the peculiar 
conditions present in the province indicate the need for a cautious 
policy. 

Debentures should be secured by mortgages and other acceptable 
assets of the bank and should always be covered. In the interests of 
the debenture-holders, the security should be assigned to a special 
government officer, designated in this behalf, who should have power 
to look into the accounts and satisfy himself regarding the value of 
the security. In fact it should be necessary to obtain his per- 
mission before floating any debentures. To facilitate flotation, under- 
writing may be arranged either direct or through the Land Credit 
Board. To supplement its capital the bank may take loans from banks, 
Government and local and foreign markets. The total of liabilities under 
deposits should not he more than ten times the amount of capital and 
reserve. 

6. Loans . — The bank should advance for any of the following 
purposes : — 

(a) Purchase of land. 

(b) Beclamation and improvement of land, including building of 

houses, sinking of wells, etc. . 
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id) “Equipment of machinery and plant .and construction of works 
like irrigation channels, bridges, etc., with a view 7 to increas- 
ing production. 

(d) Repayment of previous debt. 

It is not possible to lay down the proportion which should be 
observed between the advances made for the above objects; this should 
be left to the discretion of the management and the Land Credit Board. 

No loan should be made unless it is secured by an adequate mort- 
gage. Difficulty will arise in the case of tenants. This question has 
been discussed in chapter VII. If the Tenancy law is amended so as to 
make occupancy rights transferable in favour of the land bank, by way of 
further security at least 10 per cent, of the tenant’s other assets should be 
assigned in favour of the land bank. The Government should also 
examine in this connexion, in consultation with actuaries, whether it 
would be possible,* without considerably increasing the cost, to devise 
some sort of credit-c&m-life insurance on the life of the borowing tenant, 
so that if there is any outstanding on his death it could be liquidated by 
the insurance agency and his posterity start with a clean slate. 

The amount of loan should not be more than 50 per cent, of the 
value of the land, or ten times the average annual net yield, based on the 
figures of the preceding five years, whichever is less. Similarly in the 
case of tenants the credit should not exceed 40 per cent, of the value of 
his rights or the gross value of the average annual produce, whichever is 
less. It should be left to the management to ascertain in each -case the 
basis of value; but as a general rule the average of the amounts deter- 
mined as under, after making due allowance for possible variations in the 
future, should be a fair criterion : (a) value based on the average net 
yield during the last five years at a valuation of 16 j years’ purchase; (6) 
the average value of land sales in the locality after taking into considera- 
tion special features, such as the proximity of a market and railway 
station, and the nature of crops grown; (c) probable market value as 
•determined from local enquiries. 

The toaximum period of loan should not be more than forty years in 
the case of land-owners and twenty in the case of tenants. The former 
should, however, be permitted to repay after ten years and the latter after 
five. There should be nothing to prevent even an earlier •adjustment in 
<case of sale or other special circumstances; but the borrower should in 
that case pay such compensation, to meet loss in interest due to disturb- 
ance in the bank’s schedule of contracted receipts and payments, as 
may be determined in each individual case. m 

The repayment should be by equated annual or semi-annual instal- 
ments unless it is mutually agreed otherwise. 
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7. Special legal privileges — Apart from suggestions already made 
in connexion with occupancy rights and mortgage of agricultural assets, 
the bank shoudl enjoy the following special legal privileges— (a) Its 
debentures should rank as trustee securities. (6) The debentures should 
at first be free from income-tax, the privilege being withdrawn later 
.when the public is used to this form of investment. ( c ) The regis- 
tration authorities should issue certificate of encumbrances without any 
charge or at a nominal cost, (d) Tire -bank should have power to 
foreclose, take possession, manage, or sell the property without going 
to court. And in case of resistance by the mortgagor to apply to the 
nearest competent court for assistance, (e) The accounts of the bank, 
both as regards debt and management of property, should be sufficient 
for the purpose of evidence. (/) The bank should be indemnified in 
respect of all acts done bona fide. 

8. Government aid . — The Government should assume the follow- 
ing financial obligations, which are but a variation of the form 
of the responsibility which they have already recognised and 
accepted in the shape of the “Land Improvement Loans Act.”' 
Their purpose and the object of the Act will be much better served if the 
aid is supplied through the machinery of the land bank and in the 
form herein outlined. (a) Any share capital or debentures which is not 
taken up by the public within two months should be taken up by the 
Government with power to re-sell, but not below' par. ( b ) If necessary 
the Government should lend its name to the bank when floating large 
loans or arranging underwriting. ( c ) The bonds of the bank should be 
accepted as security for government contracts; and courts and 
other bodies which have a large amount of public funds at their 
disposal should be to invest them in the debentures. (<?) To inspire- 
confidence in the bonds the Government should guarantee in the 
initial stages both the principal and interest. • Such a guarantee 
would generally be merely nominal and never called into effect, but the 
Government should be free to examine their position in this respect from 
time to time. 

To enable the Government to safeguard their interests, it has already 
been suggested that they should have representation on the directorate 
sufficient to secure effective control. Further, the appointment of the 
manager of the hank should be subject to the approval of Government. 
Lastly, the Government should examine the affairs of the bank periodi- 
cally, or, if considered sufficient, the examination may be conducted by 
the same agency which has been recommended in the case of commercial 
banks. 
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9. Profits, dividends arid reserve fund— The bank should be subject 
to all charges and taxes excepting those already mentioned. The profits 
of the bank should be distributed as under and in the following order : 

(a) Twenty per cent, to reserve until it equals paid-up capital, (b) 
From the balance six per cent, should be paid as cumulative dividend 
on “A” shares and thereafter five per cent, non-cumul ative dividend 
On “B” shares, (c) The remainder should be split up in two equal 
parts, one part to go to the Government and the other to be divided 
amongst “A” and “B” shareholders in such a manner that the per- 
centage of additional profit on “A” is twice that on * C B”. Since it 
has been recommended that Government should assume financial obliga- 
tions and forego a certain amount of revenue, it is but fair to allow them 
to participate in surplus profits. The differentiation in the distribution 
of profit to “A” and “B” shares is suggested not only to offer an 
attractive inducement to people who will not derive any benefit 
from the credit resources of the bank, but because their money remains 
longer in operation and plays a greater part in the building up of reserves 
and the earning of profit. There should however be maximum limits 
on the total dividend. We suggest 8 per cent, in the case of “A” 
and 6 per cent, in the case of “B”. The surplus if any should be taken 
to reserve. 

But no dividend should be declared if (a) the bank’s obligations 
to the debenture-holders remain unfulfilled or any amount is due to the 
Government in respect of their payment towards guarantee; (h) the 
value of properties which the bank is compelled to purchase or which 

the bank has taken under its own management on default exceeds the 

# .. ° 

amount of its paid-up capital and reserve. 

8. Land Credit Board . — The functions of this body should be to co- 
ordinate the activities of ail the provincial land mortgage banks, guide 
and supervise them, and assist them in the flotation of bonds. If the 
board thinks it necessary, it may pool the resources of all the land 
banks and arrange issue of bonds on their collective strength. It would 
issue instructions to the mortgage banks from time to time on all matters 
of procedure, interest rate and policy. It would take up all the duties 
which the Federal Farm Loan Board performs in America. The ex- 
penses of the board should be borne by the land banks, provincial 
Governments and the Government of India- on some equitable basis. 
Its composition should be : — (a) a nominee of the Governor-General in 
Council; (b) a nominee of the Central Legislature; (c) a nominee of the 
■provincial Governments, each to have one vote; (d) a nominee of 
the provincial land banks, each having one vote; (e) a nominee 
sf those commercial banks who have contributed at least Bs. 25,000 
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towards the capital of land banks, each such bank to have one vote 
and the nominee to be approved by the reserve bank, when that comes 
into existence; (/) a secretary or member of the Government of India 
experienced in land, agricultural and financial matters. The board 
should have a permanent secretary whose appointment should be subject 
to the approval of the Governor-General in Council. It should hold its 
meetings at least once in three months. 

9. Re-examination of constitution and liquidation . — The constitu- 
tion of the bank should be re-examined at the end of twenty years. If 
it is found that sufficient capital has been built up in the shape of “B” 
shares, that their holders have gathered adequate knowledge and ex- 
perience of the working. of land banks and that it is advisable to repay the 
capital in respect of “A” shares on account of over-capitalization or any 
other cause, this should be done; but such shareholders should receive 
in addition to the par value of their shares half the amount of the 
reserve in existence at the time. 

In the case of liquidation, “A” shares should have preference over 
“B.” If after the payment of “A” and "B” shares there is any sur- 
plus, it should be divided in four parts, two to go to the holders of “A” 
shares andsone each to the Government and the holders of “B” shares. 
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PART III. 

THE PRESENT SITUATION IN RESPECT OE SMALL 
SCALE INDUSTRIES. 

CHAPTER IX. 

Organisation and finance of small rural industries. 

360. Alternation, of work and inactivity in agriculture . — Agriculture 
in the United Provinces means neither the mixed farming practised 
in Western Europe nor the continuous farming familiar in certain well-* 
watered areas in Bengal. The agricultural time-table of this province 
is governed by the distribution of rainfall, and the separation of work 
in the fields into two distinct sets of operations, rabi and kharif . Thus for 
the agriculturist there are short spells of very strenuous work followed 
by periods of corhparative inactivity. Two or more rabi ploughing^, 
the harvesting of kharif crops, occasional weeding and gathering of 
fodder as well as rabi sowings occupy the peasant from the middle of 
August to the middle of November. Two or three waterings of the 
rabi , weeding and the manufacture of gur occupy him in winter. Prom 
the first week of February till the beginning of the rains work is mainly 
confined to the harvesting of rabi and its final disposal. Kharif is 
not sown until the rains have “begun, which start a fresh cycle of the 
cultivator 5 s activities . 

361. Number of ivorking and idle days. — Generally speaking, a cul- 
tivator may be said to do normal work from the end of August to the 
middle of April, i.e., for nearly 7| months every year. But even in 
this working period the month of February, when the crops are well 
grown and require neither watering nor weeding, is a time of partial 
idleness, except in the sugarcane tracts. After the harvesting of the 
rabi the real slack season begins, i.e., from the middle of April to the 
middle of June. Inactivity is greatest in May and early June. As a 
result of an intensive survey in Unao district it has been calculated 
that a peasant with a holding of three or four acres remains idle for 
at least 190 days, when there is no work for him either at home or 
outside. For the province as a whole we may estimate that the peasant, 
is occupied, outside the more intensively cultivated areas, for not more 
than 200 days. This agrees with Mr. Darling’s estimate of 200 work- 
ing days for the Punjab peasant. 

In those parts of the province where there is a deficiency of irriga- 
tion the cultivator must remain idle for yet longer periods which may 
extend to the whole of the agricultural season in years of deficient 
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and irregular rainfall. Again, agricultural employment is more com 
tinuous in the well-irrigated districts than in the canal-irrigated lands 
or in the tarai. 

362. Under-employment in small holdings . — Further, if a holding 
is very small, (and the majority of holdings in the fertile and congested 
areas of the United Provinces are small), a cultivator’s family is not 
fully employed, even in the busy season. In the slack season they can 
barely find employment in the field for one or two hours a day. 

363. Common subsidiary employments . — As we have shown else- 
where the number of peasants who follow subsidiary occupations is larger 
than is commonly supposed. With these he fills up his spare time and 
supplements the inadequate income which he derives from agriculture. 
For instance, in those areas of the province where a cultivator ordinarily 
possesses milch cattle and buffaloes, such as the Doab/the cultivator has 
less spare time than elsewhere, for his dairy w T ork. Some cultivators work 
•as labourers, others cut grass and fuel for the nearest town, others drive 
bullock carts or ponies and are petty traders; yet others make ropes, weave 
mats and baskets. .Gar-making, cotton ginning and tobacco manu- 
facture are also important occupations subsidiary to cultivation in areas 
which grow those crops. Hand spinning and "weaving are also common 
pursuits. The village weaver in many areas still uses cotton grown at 
home and spun by the peasant women. Crude tanning and the 
making of shoes, leather straps and water hags are the secondary occu- 
pation of the Chamars; the potters make earthen vessels and the car- 
penters and smiths make and repair agricultural implements, bullock 
carts, etc. 

364 . Fishing and agriculture. — Fishing, together with boating, is : 
the traditional occupation of certain riverain tribes, the Ivahar, the 
Ivewat and the Mallah. It is a seasonal industry, for during the rains 
when the rivers are in flood and the lakes and jhils are overflowing, 
fishing becomes impossible; and at this time the fisher castes take to 
agriculture on a small scale. In this case, therefore, agriculture must 
be regarded as a subsidiary occupation to the traditional caste industry. 
The province possesses fish in abundance, not only in its rivers, lakes 
and jhils , but in its numerous artificial tanks and reservoirs; but the 
industry is disorganised, and a large demand for fish as food remains 
unsatisfied. There is ample scope for stocking on scientific lines; 
but little has been done, except by the Forest department, which 
has a trout hatchery in the hills, whence it stocks certain streams and 
lakes. 



( 289 ) 

865. The dairy industry . — Next to his land, the peasant’s principal 
basset is his cattle : his bullocks plough his fields, his cows provide him 
'with a valuable subsidiary income. But his animal husbandry is 
crude; and he is handicapped by two serious difficulties, — a shortage 
-of pasturage and religious sentiment. Little grazing land is available 
in most parts of the province; what there is has deteriorated as a 
result of many years of excessive use. This has reacted on the health 
■and efficiency of the cattle, and indirectly, also of the men who own 
them. Yet agriculture, in India as elsewhere, is economically impossible 
if the fodder of the working animals must be bought; and the farm 
must provide it, either in the shape of fodder crops, or of the bye-pro- 
- ducts of other crops, the straw and stalks (principally those of the millets) 
which form'- the bulk of the fodder supply. The result is a close inter- 
relation between the size of a holding, the class of crops grown, and 
dhe number and Quality of the cattle employed; and it is this which 
accounts for the violent contrasts between the cattle in different tracts, 
from the costly and powerful animals on the large holdings in the 
western districts, where fodder crops are freely grown, to the miserable 
;and half-starved beasts in the rice tracts of Azamgarh.( x ) The small 
farmer has his own w r ay of easing the fodder difficulty : he sells his 
cattle in April as soon as he can spare them, and buys new 7 ones in 
■ June, thus avoiding the expense of feeding them at the time when 
fodder and grazing is shortest. 

Since fodder and pasturage are deficient, it is obviously uneconomic 
for the farmer to preserve useless animals. But here religious senti- 
ment intervenes. To kill bullock or cow T is a deadly sin; the orthodox, 
-we are told, often object to sale, even in the circumstances just described, 
because sale is usually to a butcher and leads to the slaughter-house. 
The result is that -worn-out animals are preserved, to consume fodder 
that is sadly required for the better cattle. And the number of such 
is greatest amongst the small cultivators who can afford it least : the 
cattle-breeders maintain relatively few head of cattle. 

Every cultivator who can possibly afford dt, keeps a cow 7 for the 
•sake of her milk: but with a limited fodder supply, it is difficult to 
rear calves successfully, wffiilst the milk is deficient in quantity and 
poor in quality. The sire is often that vagrant pest, the Brahmini 
bull. On certain occasions, for instance at the death of the head of a 
family, it is the custom to dedicate a bull as an act of piety; and m old 
"times these animals were carefully selected and of a good class. But 


(p Cf. Moreland’s “ Revenue Administration of the United Provinces page 177. 



( 240 ; 


in these days the animal dedicated is generally selected for its worth* 
lessness; and this ancient rite, which was once a public service, is 
now a curse, which makes improvement of the breed almost impossible. 

Nevertheless, the peasant who possesses a cow has a valuable source 
of income to supplement the produce of his fields. He is rarely able to* 
sell the milk because its transport generally presents insuperable diffi- 
culties : but he sells it as ghi, and uses the curds and buttermilk for 
domestic consumption. In some parts of the province, indeed, the 
sale of milk is taboo'd in favour of ghi or butter. ( 3 ) 

866. Special industries. — Certain tracts have specialised in certain 
special lines. Carpet weaving is an important rural industry in Mirza- 
pur district, in the villages which lie on the ancient pilgrim route to 
Benares, Allahabad and Bindhachal. There are 500 carpet weavers 
in Mirzapur city, whilst in the district there are ten times that number. 
Carpet weaving also exists in several villages in Jaunpur, Allahabad 
and Benares districts. The dealers usually supply yarn and dyes to 
the weaver, who gives advances to the journeymen workers. To the- 
Hindu weaving is usually subsidiary to agriculture, but the Muham- 
madan carpet weaver is not a cultivator. Other important occupations* 
are poultry-rearing in Saharanpur, Muzaffarnagar, Bareilly and Bara. 
Banki, cocoon-rearing and tussore weaving in Mirzapur, the collection 
and extraction of honey in the hills, and lac culture and shellac manu- 
facture in Mirzapur and Bundelkhand. In Mirzapur the Khatiks* 
Kan jars and Chamars in the villages of the Ganges valley breed turkeys, — 
a profitable industry. Flower gardening and scent manufacture have* 
flourished in the past in Kanauj, Ghazipur and Jaunpur, but are now- 
decaying; oils and itrs are usually obtained from such flowers as beta, 
chambeli , roses, keora (screw-pine) and khaskhas grass, and command 
a large sale in the towns of Bengal and Bihar. In the sandy khadir 
along the Ganges and other rivers, coarse grasses and reeds are found 
in abundance, and rope-making, making of baskets, chairs, etc., from 
grasses or reeds are important subsidiary industries. String (ban) and 
rope are made out of munj grass;, the peasant women twist the ban and 
the men make the ropes. Tat (sacking) pattis are manufactured out 
of hemp in such widely separated districts as Partabgarh, Bareilly/ 
Fatehpur and ZPilibh.it; the Pilibhit pattis are regarded as the best. 
The Tharu women in the tarai also make fancy baskets out of kans * 
grass and wheat straw. Sheep are reared in the submontane tracts 
and in some districts of the north-west; and their blanket weaving is 

■'(^ Evidence, vol. II, p. 249. See also Chapter V, paragraph 251(d), for the 
hypothecation of ghi. 
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famous, though it is mostly in the hands of the pastoral castes, lu 
many districts the Gadariya women spin wool, while their husbands- 
weave during spare hours. The homespuns of MuzafEarnagar, Meerut 
and Almora have acquired some distinction. In the Bhotiya region of 
Almora the men spin almost unceasingly, whilst it is generally the women: 
who weave. In Jaswantnagar in Etawah the women weave cloth and 
the men size it; but usually the men weave, and the women spin and size.. 

367. Fruit and vegetables . — The province grows numerous varieties 
of fruit, — apples, pears, plums, cherries, figs, apricots, peaches and 
oranges in the hills, mangoes, melons, guavas, jack fruit, pineapples 
and plantains in the plains. Many districts are famous for particular 
fruits. Benares, Lucknow, Bareilly, Earrukhabad and Hardoi are noted 
for their mangoes, Lucknow, Jaunpur and Shahjahanpur for their 
melons, Bara Banki, Gorakhpur and the hill districts for their oranges, 
Pilibh.it for its pineapples, various western districts for their lichis and 
loquats. As for vegetables, there is scarcely a village in the province 
which does not produce enough for its own consumption; but market- 
gardening on a large scale is rarely found except in the vicinity of 
towns. 

368. Fruit farming and preserving . — Though the province is rick 
in fruit, yet outside the hills, where a few orchards are managed on 
scientific lines, it possesses little or nothing that can be called 4 ‘fruit 
farming.” The fruits of the plains are still grown in accordance with 
traditional practices : selection, breeding, storage, packing, the control 
of disease are all of the most primitive kind, and the fruit is more than 
half- wild. Yet its luxuriant yield proves that there is a future for 
scientific fruit farming. If it is ever to be developed, the Agricultural 
department must give the lead, both by demonstration and precept, 
and will undoubtedly need an expert staff for the purpose. But fruit- 
farming on any large scale is rather a substitute for agriculture than sub- 
sidiary to it, — a major industry, and as such somewhat outside the scope- 
of our inquiries. The preservation of fruit similarly is rather subsi- 
diary to fruit farming than to agriculture. During the war, the Gov- 
ernment started a jam factory in the hills : it sold it to a private firm 
some years ago, but in their hands it proved a failure. The making- 
of jams is a minor industry in the hills : the good quality of these “hill 
jams” is well known. 

369. Market gardening .— Vegetables are perishable : and the mar- 
ket gardener must either command rapid means of transport?, or 
else live m close proximity to his market. This explains why market 
gardening on a considerable scale is common only in the neighbour- 
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’•hood of large towns. In one of our survey reports ( 3 ) will be found an 
interesting account of a market gardening village near Benares, and 
close to the railway. The principal caste is the Koiri, famous for its 
vegetable and fruit farming : the average holding is less than 2 acres. 
But they grow little of the staple food crops, and make large profits 
out of fruit, vegetables and flowers. Their fruit they sell in places as 

• distant as Lucknow,” Patna and even Lahore: their flowers are bought 
by the manufacturers of perfume in Jaunpur and Ghazipur : their 
vegetables go to the Benares market. Some of their estimated profits 
.are Es. 175 per bigha for a lemon orchard, Us. SO per bigha for a field 

• of roses or potatoes, Es. 60 per bigha for a field of brinjal (egg plant) 
or of falsa (greicia asitica ). And for wheat the profit is Es. 12 per 
bigha. 

There are some who see in market gardening a solution of the 
[problems of the uneconomic holding. It is, no doubt, true that an 
■acre of vegetables or fruit is worth from five to fifteen times the value 
of an acre of wheat, and that an area which cannot support a culti- 
vator of the ordinary staples, will be ample for a Koiri. Nevertheless, 
it is useless to grow garden crops unless they can be marketed; and no 
•great expansion of market gardening is possible in the rural tracts 
until communications and means of transport between village and town 
have been greatly improved. 

370. Poultry -f arming. — During the last eight or ten years much 
has been done to improve the poultry of the province; but much more 
‘remains to he done in the way of propaganda and demonstration in 
the countryside. The United Provinces Poultry Association and the 
TStah Mission Farm, both of which have received government support, 
have already done much to improve the breed of the country fowls, and 
eggs produced in certain parts of the province are at least J ounce 
larger than the eggs found in other provinces. Methods of preserva- 
tion of eggs should also be taught to the peasants. The association, 
•which has done excellent work, is in close touch with the countryside, 
•and already poultry-farming, where it exists, is a. valuable side line for 
an enterprising peasant. But unfortunately poultry are regarded by 
many of the better castes as unclean. 

371. The use of power in agricultural industries . — Small sugar and 
'Oil presses, rice hulling plants, tanneries, dairies, tobacco and lac factories 
are springing up here and there, generally without any assistance from the 
government. The Industries department can assist materially by experi- 

> (*), Evidence, vol. II, pp. 133 et seq. 
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ment, by expert advice regarding machinery and processes, and by- 
diffusing information regarding such matters as marketing and competi- 
tion. Modern sugar factories, such as those in Gorakhpur, should grad- 
ually supersede the primitive implements and processes now in use in this- 
province. The primitive sup with which the cultivator now husks- 
paddy and the primitive kolhu in which oilseeds are pressed should, 
both disappear in favour of pow r er : and a co-operative society could 
undertake no venture more useful than the provision of an engine to 
run well-irrigation, sugar factories, rice and oil mills together. 

372. Hydro-electric development in the United Provinces and vil- 
lage industries . — The Ganges Canal liydro-electric scheme which is now 
nearing completion will supply electricity in 62 towns having a popula- 
tion of 5,000 and over in the districts of Moradabad, Bijnor, Saharanpur, . 
Muzaffarnagar, Meerut, Bulandshahr, and Aligarh. Eight towns, 
Boorkee, Saharanpur, Hardw T ar, Meerut, Moradabad, Ghaziabad and: 
Hapur are already electrified; the rest wall be electrified by the end of 
September, 1930. 

In addition to the supply of power for domestic purposes provision - 
has been made for a cheap supply of power for agricultural and' 
industrial purposes. This is likely to stimulate existing industries, which 
at present are being worked with costly oil engines, and also enable new ■ 
industries to be started. Applications for power have already been 
received from seven existing factories; others will follow suit. 
Industrial power is being retailed at the very cheap rate of one 
anna per unit, and landlords and tenants are taking advantage of it' 
especially for pumping water from open and tube wells. Hundreds- 
of applications have already been received; and it is proposed to give ■ 
low tension current at the centre of any group of' at least six wells, 
from which distribution lines will be taken to the individual wells. 
When the cultivators are too poor to purchase pump sets, it is proposed 1 
to instal and run these at Government expense and to charge the 
cultivators a small extra rate per unit for the service. To demonstrate 
the advantage of this scheme Government have made a successful ' 
experiment with a group of six wells which have been fitted with pumps. 

In addition to these small pumping schemes canals are being 
constructed to distribute water -which will be pumped by electricity 
from the Bamganga river and the Kali Nadi in Moradabad and Aligarh 
districts, respectively. Neither of these rivers have previously been- 
used for canal irrigation. ^ 

In the towns of Hardwar, Saharanpur and Boorkee, which have- 
been electrified for some time, there is already a considerable demands 
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for power, both domestic and industrial. The consumption of domestic 
-electricity is about 5'B units per head of population and of industrial 
-electricity about 3 3 units per head; and both demands are steadily 
increasing. These figures, together with the number of applications 
for power that are being received, show that there keen demand for 
■electrical power, both domestic and industrial. The scheme is highly 
promising : and the assistance of co-operative societies or government 
in providing the cultivator with credit to buy machinery when he needs 
it will go far to ensuring a greater and more rapid success. 

The total cost of the electric supply scheme is estimated to be 
some Es. 90 lakhs and that of the irrigation pumping schemes some 
Es. 26 lakhs. 

373. Introduction of new and expansion of existing industries . — 
Many small industries are followed in the province of a type suitable 
do provide the cultivator with occupation for his spa-$e time. Many of 
the so-called Benares toys and lacquer wares are made at Ahraura from 
wood found in the Mirzapur jungles. Four families of potters at 
Chunar turn out the well-known artistic pottery of that place, whilst 
■many find remunerative employment in the manufacture of surahis, 
gharas, handis, etc. Lac and papier mache toys are made at Budaun, 
Meerut, and other places; fancy pottery at Bahadurgarh in Meerut 
and at Nizamabad in Azamgarh; bead curtains of high artistic excel- 
lence at Soron in Etah; and glass bangles at Jalesar in Etah, Fateh* 
pur and Firozabad in Agra. Oils and itrs of flowers are made at G-hazi- 
spur, Kanauj, Jaunpur and other places. Carpet weaving is a flourish- 
ing industry in Mirzapur, Jaunpur and Benares, blanket-weaving in 
Muzaffarnagar, Meerut and the Bhotiya region of Kumaun. Baskets 
••and fancy fans are made at Pliulpur in Allahabad district. Despite 
-a complete lack of organisation, all these are thriving industries with 
established markets, which in some cases are overseas. There seems 
no reason why these or other similar industries should not be intro- 
duced into parts of the province where no such industry at present 
exists,— provided, of course, that the requisite materials are available 
in the locality. All these industries, new or old, stand in need of or- 
ganisation. They require guidance in the selection of designs and 
processes, assistance in obtaining suitable tools in marketing', in the 
diffusion of inarket intelligence, in the advertising of their wares. 
Here again is work for the Co-operative and Industries departments, — 
work of the utmost value. For it is only by the introduction of new and 
the development of existing industries that the heavy pressure of popu- 
lation on the soil can be reduced, the poverty of the small holder re- 
lieved, and a higher standard of living brought into the countryside. 
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374. Rural industries as stabilising agriculture . — The Development 
Commissioners in England recently reported that the magnitude of the 
results achieved in Germany in the development of rural industries was 
due not so much to coercive action on the part of the State in shepherding 
these industries, or to any direct or indirect assistance from tariffs, as to 
the steady and strenuous diffusion through specially created services of 
advice, information and education. Many industries, however, were 
‘-“created” by State-aided action; for example, watch-making in 
’Saxony and the making of pencils in Bavaria. Thus new industries 
have been introduced on a large scale in those' districts where such 
introduction was most advantageous. A system of farming combined 
with industry, which gives regular employment throughout the 
year, enables the agricultural countries of Europe to maintain a density 
of 200 to 300 persons to the square mile. In our province, where the 
density is from 500 to 900 in the river valleys, and where agriculture 
cannot normally employ the population for more than seven months 
in the year, the need of rural industries as a subsidiary occupation to 
-agriculture is far greater. For a stay-at-home population like ours 
enforced idleness during a year of scarcity is a paradox, which indicates 
that lack of balance of occupations in the Indian village which Famine 
Commissions have repeatedly sought to remedy. 

375. Finance of small rural industries . — The finance of these small 
rural industries is not distinguishable from rural finance generally. The 
moneylenders are the same and so are the methods, and this will conti- 
nue in any scheme of reorganisation. The co-operative movement, whe- 
ther its energies are directed to supplying the credit or the general needs 
of the peasant, must include within its scope the subsidiary as well as 
the main rural industry, for the two are inseparable. 



( 246 ) 

CHAPTER X. 

Organization and finance of small urban industries. 

376. Decline of the small industry. — One of the unfortunate features- 
in the economic history of the province is the decline of small industries. 
Several factors have contributed to this decline, but the most important 
is that handicrafts have remained unaffected by modern progress whether 
in applied science, in economic organisation or in means of transport. 
Even now, in those areas where the market for the handicraft pro- 
ducts is limited by inadequate communications or insufficient demand,, 
there has been little differentiation of function, and the artisan still 
purchases his own raw materials, works for the local market and him- 
self sells his own goods. It is true that, thanks to the absence of com- 
petition, to the limited needs of the consumers, to the relative simpli- 
city of the economic organisation, and to the fact that he lias usually some 
subsidiary source of income (generally agriculture), the cottage artisan, 
working on his account with his primitive tools, here and there with 
the help of apprentice^, generally with no help save that of his family,, 
has been preserved from actual extinction. But if the craftsman still 
exists, the craft itself is often moribund. 

377. An illustration from 'weaving . — In the villages the artisan 
lacks credit and marketing facilities, and his products seldom 
improve beyond a certain standard. Nearly every artisan works on his- 
own account. There is little division of labour. Whether the artisan 
plies his own craft throughout the year or not depends upon the demand 
for his goods in the village or in the periodical markets, and the amount 
of capital that he can secure from the village moneylender. On the* 
other hand, organisation improves with superior craftsmanship and the- 
products command a wider market. This may be illustrated from 
handloom weaving, which supports nearly a million of people in this- 
province. The village weavers obtain homespun yarn from the women 
or, occasionally, in the periodical markets, and charge no more than 
the price of their labour for the garha cloth which they make. Cloth 
which is not sold to the village is brought to the market and sold air 
whatever price the weavers can secure, simply because they cannot wait. 
If the cloth remains unsold, the weavers must remain idle for lack of 
money to purchase yarn.C) In the important centres of hand- weaving 

industry, such as Tanda, Moradabad and Bareilly, the yarn and cloth 

. $ 

O Coarse cloths, garha and gazi, are woven in all plains districts. The finer 
cloths are woven mostly, though not altogether, in the eastern districts partly for 
climatic, partly for historical reasons. 1 J 



( 247 ) 

• 

dealers, finance the artisans in the cottage. The weaver purchases 
yarn from the dealer on credit, and sometimes gives him woven cloth. 
Sometimes he sells the cloth himself, either in the market or to a 
cloth dealer; sometimes he hands over his cloth to the yarn dealer and 
so pays for his yarn in cloth. Sometimes he borrows not from the 
dealer in yarn but from the dealer in cloth, repaying him in cloth. In 
Tanda and Man, and also in other centres, the master artisans some- 
times employ a number of journeymen weavers, supplying them with 
looms and raw materials, and paying them piece wages. They sell the 
cloth to the dealers, with whom they keep a running account, or to the 
market directly. 

378. In the weaving industry the middleman, whether he be yarn 
or cloth dealer or karkhanadar , becomes indispensable because of the 
isolation and poverty of the artisans. The same is true of many urban 
crafts — different branches of w T ood and iron work, cheap pottery, mat 
and basketmaking', shoemaking, bamboo furniture, dyeing and print- 
ing, cotton and wool spinning and weaving. As the industries develop 
variety or distinctiveness, the middleman slips in and supplies the arti- 
sans with raw materials with the object of obtaining cheaply their 
manufactured goods. This, no doubt, ultimately leads to the extension 
of markets; but isolated and unrelated industries lend themselves 
easily to exploitation by middlemen. 

379. The above tendency is universal. In a large town or city 
there is scope both for an extended market and large variety of produc- 
tion, involving specialisation in industry and in trade. The patronage 
of the nobility, the desire for luxuries among an ease-loving public, 
the religious obligation to purchase particular varieties of goods, the 
hereditary skill and dexterity of particular castes or groups of artisans, 
all these have contributed to the development of handicrafts and indus- 
tries of luxury. But the economic status of the artisans has not im- 
proved; indeed, the greater the demand for art wares or the cost of 
their raw materials, the stronger is the grip of the middleman or the 
capitalist on the artisans and their work. 

380. Types of middlemen in urban industries — (a)- The itinerant 
dealer— There are various types of middlemen. There is, firstly, the 
itinerant dealer who supplies raw materials to the artisays. The most 
familiar instance is the trader who supplies yarn to the weaver in his 
cottage, and gives him piece wages or deducts a commission when he 
takes ovei the finished product. In blanket- weaving the dealer supplies 
ready spun yarn to the kamalia and collects from him the finished* goods. 
Even in carpet-weaving dealers and firms usually advance cash and 

16 
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sometimes yam to the weaver, and afterwards take over the finished 
product. Similarly, the trader in needlework and embroidery goes to 
the homes of the women workers, supplies them with cloth and thread 
and pays them wages at rates previously arranged. Such dealers either 
work with their own capital or are agents of larger dealers. Much of 
the fine embroidery ( chikan ) of Lucknow 7 and some part of its gold and 
silver thread work ( gota ) is controlled by one or other of these classes 
of middlemen. 

381. (b) The karkhanadar as ( i ) his own financier and (ii) as con- 
tractor. — Sometimes again the middleman is himself an artisan who 
has grown rich and employs his fellow artisans either in his own estab- 
lishment, the karkhana , or in their homes. In Benares, for instance, 
the karkhanadar weaver supplies the artisans with the raw materials,, 
gold and silver threads, yarns and dyes, and even with the looms, when 
they work in the karkhana. Some karkhanadars are also yarn dealers. 
Similarly, in the metal industry of Moradabad and Mirzapur the 
karkhanadar supplies the metal sheets and implements to the artisans r 
whether they work in their own cottages or in his shop, and himself 
usually buys these sheets from other middlemen on credit. 

382. In Lucknow 7 in the zardozi , kamdani and chikan industries- 
the karkhanadar is similarly well established. He supplies materials to 
the craftsmen; in the case of the first two crafts they usually w 7 ork in 
his establishment, whilst most chikan workers work at home. These 
materials again are supplied to the karkhanadar by the dealers or maha - 
jam. But it is the karkhanadar who undertakes all the risks of the 
industry. The implements are few and simple — a needle and a pair of 
scissors; each artisan brings these with him every morning to the shop.. 
But the heavier implements such as the karchop, the stool or the hand 
machine for embroidery work are appurtenances of the karkhana itself. 

383. Similarly, in Agra there are karkhanas for the making of shoes, 
carpets and stoneware, where the artisans are employed by the karkha- 
nadars at the latter's risk and responsibility. The large dealer here 
does not usually finance the industry, but only buys the finished pro- 
ducts at wholesale rates. Sometimes the karkhanadar himself is- 
in debt to the dealer, and being obliged to sell Ms finished goods to- 
his creditor, 'cannot obtain a fair price. 

384. The position is, briefly, that the karkhanadar in some crafts 
combines the roles of master artisan and financier, and in others is a 
mere contractor. Indeed, in no handicraft or industry where the cost 
of materials is high can the artisan or the karkhanadar do without the 
financial assistance of the large dealer or the mahajan. 
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385. ( c ) The large dealer ( i ) as financier . — -The large dealer or 
the mahajan is indispensable in the financing of such industries as 
the silk-weaving, the gold and silver wire-drawing and the brass and 
copper work of Benares or the gold and silver embroidery of Lucknow. 
Both in Benares and Lucknow middlemen of this class usually supply 
the raw materials to the karkhanadars or to individual artisans; but 
the artisan who works at home is rare in such trades. The materials 
are too costly for his pocket, — the silk of the Benares silk-weaving in- 
dustry, the silk muslin of Lucknow’s kamdani , the satin and velvet of 
zardozi, with (in each case) gold and silver wire. Moreover, unless 
he has a large family to help him, his progress will be slow; and delicate 
material is not improved by long handling. The work, accordingly, 
is concentrated in karkhanas, whereby the mahajan gains a distinct 
advantage. His risk is reduced because the karkhanadar bears all losses 
due to unpaid ady^nces and wastage of raw materials, and also ensures 
a standard quality in the outturn. The workshop system is prefer- 
able in these industries, not because they require a more elaborate 
division of labour than is possible in the home, but because it ensures 
greater economy in the purchase of the raw materials, greater efficiency 
m their handling, and control of output to correspond with a seasonal 
demand. It is these advantages which explain the widespread ten- 
dency for these industries to drift from the home to the small work- 
shop. 

386. The large dealer ( ii ) as a co-ordinating agent . — In those in- 
dustries, however,, where the processes of manufacture are so specialised 
that they cannot be undertaken by the same set of artisans either in 
their homes or in any karkhana, the large dealer who supplies the 
artisans with the raw materials co-ordinates the different branches of 
production. His functions, in short, here combine those of the financier 
and the karkhanadar The brass and copper industry, for instance, 
is organised in various ways in different cities, — Benares, Mirzapur, 
Moradabad, Farrukhabad and Lucknow. Sometimes the mahajan 
supplies the raw materials to the karkhanadar , who pays his own work- 
men, usually at piece rates, and obtains payment from the mahajan 
for the finished article by weight. Sometimes the karkhanadar is his 
own capitalist, conducting his business with his own money and selling 
his wares to dealers and merchants. Sometimes, again, the artisans 
work at home, obtaining the raw materials either from the karkhanadar 
or the large dealer. In Moradabad and Lucknow, however, the xparnv 
facture of the various parts of various utensils, together with their 
engraving, tinning ( qalai ) and polishing form distinct operations, each 
carried out by a different family of artisans; and a vessel passes from 
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one family to the dealer, and from him to another family, until it is 
completed. In Farrukhabad, on the contrary, the same family of arti- 
sans carries out all the processes from moulding to polishing. 

387. Causes of the prevalence of middlemen. — The control of the 
large dealer over an industry, therefore, depends not merely upon the 
cost of materials but also on the need for co-ordinating specialised 
functions. A specialist can only command special remuneration if he 
forms an integral part of an organised whole. No doubt the mahajan , 
by regulating the supply of raw material in accordance with the demand 
for the finished article, can control the conditions of the specialist’s 
employment to his detriment; but without the mahajan’ s intervention 
production would be disorganized and could not command the sales 
which an organised industry can secure. 

Another type of industry which only a middleman can handle is 
that which involves lengthy technical processes, for no' small artisan can 
afford to lock up his capital for so long. Then the mahajan or karkhana - 
dar intervenes with his workshop, and the artisans work on contract 
wages. An example of such an industry is calico-printing. In Luck- 
now and Benares the karkhanadar himself finds his own capital, em- 
ploys the artisans on piece wages, and disposes, of his products at whole- 
sale rates to large dealers. In Farrukhabad the whole of the calico- 
printing trade is in the hands of the Sadhs, a sect of Hindus. The 
Sadhs employ the artisans, both Hindus and Muhammadans, and deal 
directly with the large wholesale firms of London and Paris. Similarly, 
hi Tanda the industry is in the hands of the karkkanadars who employ 
the artisans on piece-work wages. Though some of them have their 
own shops in the bazaar the trade is mostly in the hands of large 
dealers. 

388. Yet another cause of the prevalence of the middleman system 
is the seasonal nature of the industry. All crafts, such as zardozi , 
hamdani , chikan and calico, labour under the special disadvantage that 
they show an exaggerated alternation of overwork and un- 
employment due’ to the fact that they satisfy occasional or seasonal 
needs. For instance, it is only during the winter that there is any 
demand for silk and cotton lihafs (quilts); it is only during the summer 
that there is any demand for chikan topis, dupattas and other light 
wearing apparel. Festivals and the marriage season alone can create 
a brisk demand for zardozi and kamdani w r ork. For the rest of the year 
the demand is at best slack. Thus the workers who have no staying 
power are completely under the thumb of the karkhanadar , who keeps 
them alive by advances during the dead season when the karkhanas ar& 
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not working. It is this which is the principal cause of the prevalence 
of baqidari (arrears) in these seasonal trades. Irregularity of employ- 
ment, again, weakens the habit of saving amongst artisans who are 
mostly illiterate; whilst the karkhanadar , whose financial position is 
rarely such that he can afford to lock up his capital during the slack 
season, is in his turn entirely dependent upon the mahajan . 

889. Relations beticeen karkhanadars and the workers. — Thus the 
karkhanadar in zardozi and kamdani in Lucknow, Bareilly, Agra and 
Benares, who has risen to the position of employer from that of an 
ordinary artisan, may be regarded as a contractor who gets his supplies 
of cloth and wire from the g otaw alas, ° who receive his products and 
appropriate a large part of the profits. As an example, we quote a case 
in a kamdani shop in Lucknow where a gotawala, having supplied the 
raw material worth from Be. 1 to Be. 1J, paid a karkhanadar 12 annas 
per tola for woit which he sold at Es. 2 to Bs. 2J per tola . On the 
other hand, the karkhanadar paid to the artisan no more than 10 annas 
per tola . 

890. Secondly, there is small room for art in a system in which 
the wages paid depend on the weight of the gold or silver wire used in 
the work. It is true that salma embroidery, if it involves greater skill, 
also involves a greater weight in the wires worked, and thus there is an 
automatic adjustment of skill to wages. But the level of craftsmanship 
must always fall when the gotawala pays for his products on a standard 
of weight only, while the karkhanadar in his turn remunerates his em- 
ployees on the same basis, irrespective of quality. The result is a 
large volume of production of an average quality, which offers no 
scope to individual art and workmanship. 

391. Both in zardozi and kamdani w-ork the karkhanadar gives ad- 
vances to his workmen, who cannot seek employment under another 
until the debt is repaid. To some extent, therefore, the artisan is in 
a state of economic bondage. On the other hand, these advances reduce 
the inconveniences of seasonal unemployment. They are given only 
to the regular hands. It is only in cases of emergency that an employer, 
when engaging a fresh hand, will pay up the latter’s debt to his former 
employer and repay himself by deductions from wages. The artisan has 
no reason to complain of ill-treatment at the hands of his employer, 
who keeps him going by these advances,— on which he charges no interest. 
Possibly the employer makes .this up on his wages, but, at all* events, 
the artisan gets better terms from his employer than he would from any 
qistia. 
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39*2. A chain of types. — Speaking of the handicraftsman in France 
Arthur Fontaine, the well-known authority on the small industries of 
that country, wrote: “Like vegetable and animal species the 
various economic categories are connected with each other by inter- 
mediate links which cannot be classified ‘with any certitude and which 
help to make of the series of types what is practically a continuous 
chain.” The same chain can be observed in this province. 

(1) There is the artisan who deals directly with the consumer and 
works with material which the lather has supplied on a piece-wage 
system. 

(2) Other artisans receive advances of cash or raw materials from 
itinerant middlemen who take over the finished products. This is the 
most familiar type. Among industries conducted on this system may 
be mentioned weaving of all kinds, including carpet- weaving in Mirza- 
pur and other places, blanket-weaving in Muzaffarnagar and Najibabad, 
ebony-carving at Nagina, chikan work in Lucknow, and gold and silver 
embroidery in Benares and Lucknow. 

(3) Another type is the artisan who works in a karkhana under a 
master artisan ( ustad ), being supplied with raw materials and often with 
tools. The karkhanadar may himself be dependent on the middleman 
or large dealer, or he may be his own financier and deal directly with 
the general public. This organisation is commonly found in shoe- 
making, artistic pottery, wood-carving and silk, carpet or blanket- 
weaving, Whenever a cottage industry is in the hands of a particular 
caste, it easily assimilates itself to the workshop system; the 
karkhanadar , an artisan himself, provides the necessary tools, employs 
his caste-fellows on piece wages, and himself arranges the sale of the 
finished products. It is a survival of the mediaeval guild. 

(4) In some crafts the karkhanadar has not risen from the artisan 
class, but is a mere capitalist who has invested his savings in the 
business. Such is the position of the big furniture dealers in Bareilly 
who run workshops in which hundreds of carpenters are employed on 
piece or daily wages. 

(5) Again, the karkhanadar may become the contractor or sub- 
employer working under the large dealers, who advance him raw 
materials and collect the finished goods manufactured by the artisans 
employed by the former. This system is found in the lace, the gota , 
the gold and silver wire and allied industries in Agra and Lucknow; 
to some extent in the silk-weaving industry of Benares, in the brass/ 
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iron and copper work industries in most centres, in the durrie-weaving 
.of Agra and Farrukhabad and in the calico-printing of Farrukhabad, 
Lucknow and Tanda. 

{ &) Lastly, there are industries in which there is no karkhanadar, 
but the dealer or middleman supplies raw materials to the various 
branches of the industry, finances and co-ordinates the manufacturing 
processes from stage to stage, and finally disposes of the wares. This 
kind of organisation is found in certain metal industries. 

393. An illustration from embroidery. — In recent years there 
have been important changes in the organization of the civilian 
industry, which is carried on in Agra, Meerut and Amroha, as well as in 
Lucknow, its traditional and still its principal home. It used to be a 
workshop industry; but with changing fashions the demand has 
decreased, the quality of the work has degenerated (for which degener- 
ation the invention of a stitching machine some years ago is partly res- 
ponsible); most karkhanas have been closed, the few which remain are 
of small importance; and the control of production has passed, almost 
•entirely, into the hands of the middleman, the agent of wholesale and 
retail dealers, who deals directly with the artisans, most of whom are 
women and work at home. 

394. The economic status of the worker has suffered in this process. 
In the first place the workmen of a kdrkhana can unite against their 
employer, if need arises; but neither the purdanashin Muhammadan 
-women in Lucknow, Amroha and Agra nor the Khattri and Ivayastha 
women in Meerut who work in their own homes, with each of whom 
the middleman deals individually, can resist effectively if the middleman, 
by this subterfuge or that, should reduce their wages. ( 2 ) Secondly , 
the purdah system makes it difficult to adjust wages to standards of 
craftsmanship. Thirdly, there are in the industry both full-time and 
part-time workers. The former are principally men, the latter prin- 
cipally women. The spare time workers are satisfied with almost any 
remuneration, which on the one hand brings down the wages of the 
full-time workers and on the other compels the part-time workers to over- 
strain themselves by labouring long hours at night. Fourthly , there are 
a number of workers amongst the peasant women in the villages around 
Lucknow who are content with even lower wages than their sisters in the 
city. The result is a relentless competition, which leads to weary hands 
and half-blinded eyes, possibly even to disease and death. The fine 
and delicate workmanship which Chilean embroidery demands involves 

( 2 ) A similar loss of economic status, following on the decline of karkhana pro- 
duction, has occurred in the zardozi industry of Lucknow and Benares, the silk and Jais 
industries of the latter plHce. 
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a terrible waste of human material. Lastly, the status of the Chilian 
workers is affected by certain peculiarities of the industry itself. 
Several kinds of stitches are often required for the same piece of em- 
broidery, whilst few workers know them all. The result is that the 
same piece of work passes from hand to hand before it is completed. 
In the karhhana that would make little difference since every individual 
artisan would be able to gauge for himself the value of his own work 
and see that it was paid according to its value. But in the present cir- 
cumstances no single worker, save the last, ever sees the finished article 
or can estimate the exact importance of his contribution to it. The 
middleman, therefore, has an opportunity to exploit his ignorance, and is 
said to take full advantage of it. The quality # of the work is 
also affected by this peculiarity. Plans and patterns are printed 
on the pieces. The •pieces themselves are shaped by one hand and 
stitched by several different hands in succession. Though the result is 
undoubtedly an increased outturn, yet the work becomes purely 
mechanical. Craftsmanship is reduced to a minimum and the crafts- 
man from an artist has become a mere stitching machine. 

395. , In short, the chikari industry, which employs some 50,000 
women and 5,000 men in Lucknow, has sunk from its former high posi- 
tion amongst the handicrafts, and is now the most notable instance of 
disorganised industry in the country. The workers, scattered about the 
city, are hopelessly subservient to the middlemen, who secure employ- 
ment for them and dictate the standard of production and the scale of 
wages with little regard to the worker’s skill or dexterity. Even for the 
best pieces of work, undertaken for firms in Calcutta and Bombay, the 
average wage would not usually exceed Bs. 10 or Es. 15 per month. 
The disorganisation of the industry is reflected also in the different 
methods by which the workers are paid. Thus there are some mer- 
chants who employ workers on a monthly salary. Others pay on 
an average calculation of sets of articles; others, again, pay according to 
the number of threads inserted. .Occasionally workers embroider pieces 
at home in the day-time and hawk' them about the streets in the 
evening, -selling at prices which may or may not be remunerative. 

396. The economic status of the artisan . — The various types off 
industry which we have just described differ principally in the position 
of the employer; but the position of the artisan is much 
the same in every industry. Whether he pursues his craft 
at home or in a workshop, whether that craft is regular or 
seasonal, whether he is capable of completing all the processes of pro- 
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duction himself or makes a speciality of any single process, he is not as 
a. rule working on his own account, but works for and at the behest 
of some middleman, whether he be wholesale dealer or karkJianadar. 
It is on this middleman that he depends both for the supply of ins 
raw material and for the marketing of the finished article. He may be 
master of his own time, but whether that time is fully occupied or not 
depends on the requirements of his employer. Whilst the middleman 
prospers, he must regard himself as lucky if he secures a living wage. 

897. Importance of some small-scale industries . — There are still 
small industries in this province which do a large volume of business. 
This is contrary to the popular belief, which is apt to regard cottage 
industries as doomed to extinction by large scale production. The prin- 
cipal cause of this belief appears to be the pessimism engendered by the 
decline of handloom weaving, — once one of the most important in- 
dustries in India — , as a result of competition with the mills. Yet that 
decline is not so great as is often supposed. Even at the present day 
the cottage weaver is said to produce nearly 30 per cent, of the cotton 
cloth consumed in this province; and though this proportion may be less 
than in other provinces, yet the industry is not even dying, let alone 
dead.( 3 ) Indeed, the cottage weaver can hold his ground against the 
mill both in the finer and coarser cloths. Competition arises only in 
respect of cloths of medium quality. The handloom in fact not only 
produces goods which the mills cannot produce, but uses yarn which is- 
useless for the power loom, and so consumes the surplus stock of yarn. 
Cottage weaving it still the most important of subsidiary industries in 
the rural areas, and gives employment to the largest group of artisans. 

898. The pessimism born of the decline of handloom weaving is un- 
fortunate, for till recent years it has generally stood in the way of any 
constructive efforts to organise cottage industry generally. Yet much 
can be achieved by State aid and supervision, as German experience 
proves. In that country, thanks to the State’s economic policy, small 
scale industries employ about two-fifths of the entire industrial popula- 
tion and more than 90 per cent, of the industrial establishments. That 
policy covers not only problems of machinery but of marketing and pro- 
duce, not only technical but commercial guidance. It has to be 
admitted that the conservatism and illiteracy of our artisans are serious 
difficulties in the way of modem organisation and progressive propaganda. 
It is also true that of recent years the Industries department has (tone 
much to improve technical and industrial training. But if our small 
industries are to become what they have been in the past, much still 

( 3 ) Mukerjee, Foundations of Indian Economics , pages 166—168. 
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remains to be done. This is especially true of the artistic side of in- 
dustrial education. There has been a tendency to concentrate on the 
commercial aspect, to teach the artisan how to produce the thing that 
will sell rather than the thing which is worth buying. The high 
standards of Indian craftsmanship have been lowered of recent years as 
, a result partly of the artisan’s own ignorance, partly of the deterioration 
in public taste. The beautiful old traditions of Indian art are being 
forgotten; its beautiful old designs are being replaced by meretricious 
-trash, for such trash appeals to the foreign tourist, seldom able to dis- 
criminate between good and bad, who is satisfied with any scheme of 
ornamentation so long as it contains a sufficient number of gods and 
.goddesses, of elephants and tigers and lotus flowers. It only remains 
for some enterprising merchant to inscribe on his wares the words “a 
present from Benares” to fill the cup of the degradation of Indian art. 

399. The Provincial School of Arts and Crafts is at present the 
only institution available for artistic education. One of its principal 
.aims should be to teach artisans not only the old designs, but also new 
designs, provided that they conform to old traditions, and to tupplv 
the trade with such designs. In the past, indeed, the school has realised 
its responsibility in this matter, and has had no small measure of 
success in discharging it. Many artistic patterns which are now popular 
in the trade were originally produced in the school. We understand, 
however, that of late this important function has been somewhat neglect- 
ed. If our information is correct, we can only earnestly recommend that 
the school should once again begin to think in terms of art rather than 
m terms of profit; for it is only thus that the many art industries in 
the province can be rescued from their state of present stagnation 
and the threat of ultimate decay. 

400. Co-operative societies ancl sale organisations . — In every country 
the chief want of home production is a central buying and trading 
organisation. The small industrialist, like the small cultivator, is apt "i 
to be exploited by middlemen and moneylenders, but the former 

has a further disadvantage of his own in that he must face competition 
with large-scale production. Co-operation, whether in respect of the 
supply of credit, the purchase of raw materials and tools, or the disposal 
of his wares, is even more necessary to him than it is to the peasant. 

# In*this matter India may learn valuable lessons from certain continental 
countries. In Germany there are associations of small producers 
which buy raw material for their members in common and sell their , 

products in common. Bural industries in Switzerland, again, are , 
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organised on the commercial side into trading corporation with branches 
in the larger towns. Both in Brussels and Palermo there are co-opera- 
tive societies of a kind specially suitable for the chikan industry. In 
the former town there is a co-operative society of women workers called 
“le labour feminin” which consists of poor women of the middle classes 
who produce various objects of art at home and sell them in a shop which 
is financed by philanthropists. Its capital is 50,000 francs, and the 
workers receive a dividend on their shares. The women’s co-operative 
•society of Palermo consists of war widows who make lace, linen 
clothing and ornamental chairs. The members receive not only a 
dividend on their shares, but a bonus on the sales of their wares. 
For workshop industries, where the master craftsman secures orders 
and employs artisans, it would be possible to imitate the co-operative 
production society of Germany or Italy. 

; 401. We invite the Co-operative department to consider the possi- 
bility of imitating these models. There were co-operative societies of 
artisans in this province as early as 1912, but most of them have failed. 
The cause of their failure were : — 

(1) they made no attempt to organise sale of products; 

(2) the artisans were ignorant of all co-operative principles; 

(3) there was no attempt to guarantee the quality or the standard 

of craftsmanship; and 

(4) the society could not compete with the middleman because the 

artisan was dependent on the latter for the sale of his goods 
and could not, therefore, sever his connexion with him. 

Yet such societies have been organised and are working in other 
provinces, with fortunes which vary according to the elasticity of the 
society itself and the- conveniences which it affords to the members. We 
can have no doubt that co-operative societies both for the supply of 
credit, raw materials and tools and for the disposal of products, if 
organised on sound lines , are capable not only of increasing the prosperity 
of such industries as still flourish, but of reviving those which are 
moribund, provided that the artisans have first been educated in the 
principles of co-operation. We attach especial importance to the or- 
ganising of sales. We recommend this field of activity to the consi- 
deration of the Co-operative department. 

402. Industrial banks . — It is obvious that co-operative banks which 
have been organised for the financing of cultivators will be unable to 
understand the circumstances or satisfy the needs of a smaller artisan 
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who has few assets save his manual skill and honesty. Industrial credit:, 
differs considerably from agricultural credit. It is for this reason that the- 
task of financing the co-operative societies of artisans or the karkhanadan • 
must be entrusted not to the present co-operative banks, but to some- 
type of industrial bank. Here again the experience of European countries^ 
is instructive. Continental banks freely lend money to artisans on 
invoices, labour bills or any prospective claim that is sufficiently 
recognised. In Switzerland banks are willing to advance money to 
silk weavers on cocoons, secured by an undertaking that the spun silk: 
shall not leave the spinner’s house till the debt has been repaid. In- 
Germany the co-operative banks render generous assistance to artisans- 
of all kinds. 

403. We have carefully considered what type of industrial bank is 
best suited to the needs of the province. We understand that the Central 
Committee will consider this question in connexion with the credit needs 
of the larger industries. The first question is whether the same bank can. 
also be entrusted to look after the needs of smaller industries. On this- 

■ point we need only say that, provided there are sufficient safeguards 
to ensure that the interests of the smaller industries are not sacrificed 
to the needs of the larger, then we consider that it will make both for 
efficient management and economy to have a single bank. A further 
question then arises, whether there should be one industrial bank for 
the whole of India with provincial branches or separate provincial banks 
That is a matter which we are content to leave to the Central Committee. 

404. If, on the other hand, it is considered desirable that the 
financial arrangements for big and small industries should be in different 
hands, it will be necessary to establish a separate provincial bank to deal 
with the latter. We anticipate that such an industrial bank will 
mutatis mutcmdis closely resemble the provincial co-operative bank both 
in its constitution and its relations to its clients, whether these are 
societies or individuals. And since the constitution of the provincial 
co-operative bank has been described in an appendix to Chapter VI 
we have not thought it necessary to frame one for the proposed indus- 
trial bank.O Whether the bank be all-India or provincial, whether 
it deal only with small industries, or both with large and small 
industries, it must necessarily, sooner or later, create branches 
at convenient centres and make agency arrangements in others. These 


C) The two most, important differences are (i) that the Director of Industries and the 
Superintendent of the Emporium would be directors of the industrial bank, and («) that the 
bank should work through the agency not only of co-operative societies but also of other 
banks and societies and even of suitable individuals. 
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branches will only come into existence as the 'demand for the services 
;of the bank increases. The constituents of the bank should be the 
co-operative artisan societies, middlemen and karkhanadars , and any 
individual whose industrial operations are of sufficient importance. The 
relations between an artisan society and the industrial bank should be 
similar to those at present existing between a co-operative society and 
b district bank. The bank, of course, should be in close touch with 
the provincial emporium and marketing associations, so that it may 
ascertain the commercial possibilities of any particular craft before 
deciding what its credit policy should be towards that craft. It would, 
of course, refuse assistance in any case where assistance would be useless 
or involve unnecessary risk. It would, for instance, refuse to help any 
obsolete industry. Finally, the bank should keep an account with 
any central or reserve bank that may be brought into existence, and 
thus link itself and its members to the credit system of the country. 

405. The promotion of sales and the provincial emporium. — The 

Arts and Crafts Emporium at Lucknow' has done a good deal to establish 
contact between the products of our cottage and village industries with 
their markets not only in India but abroad. There is no doubt, however, 
that it could expand its activities in various directions. Firstly , it 
should be used as a bureau for imparting commercial and technical 
information both to the industries themselves and to the trade. Secondly, 
it should assist in the introduction of approved designs prepared by the 
School of Arts and Crafts. Thirdly , it should be responsible for the 
adequate advertisement of all artistic products. Lastly , it should 

act as the headquarters of a system of sale depots, of which 

there should be one in every industrial centre in the province, 

and possibly also in the major towns of other provinces, and even 

abroad such depots may be branches of the emporium. They may be 
shops managed by Government or they may be entrusted to the care of 
existing firms on a commission agency basis. We are content to leave 
’details to be considered and worked out by the Industries department. 

406. Advertisement . — No industry can hope to find a sale for its 
wares unless it brings those wares to the notice of possible customers. 
If some 'of our industries, such as the calico-printing of Farrukhabad, 
the silks of Benares and the carpets of Agra, can now command a market 
in London and New York, it is due to the advertisement which they 
received at the Wembley Exhibition in 1924. The emporium has also 
been responsible for a certain amount of successful advertisement; at one 
time it introduced no less than 350 new designs in the brassware industry, 
and these are the designs that have been most popular in foreign markets 
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since the Wembley Exhibition. At an earlier date, shortly after the- 
war, the predecessor of the present emporium (which was attached to 
the School of Arts and Crafts) was receiving orders from as many as 21 
foreign countries. What has been done before can be done again. 
Nevertheless, advertisement has its dangers. Advertisement brings 
orders which, unless production is organised, will not be fulfilled at all 
or fulfilled unpunctually. Organisation must therefore come first,, 
advertisement may follow when it is safe to advertise. 
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PART IV. * 

INDIGENOUS FINANCE. 


CHAPTER XI. 

A — Indigenous Banks and Bankers. 

407. Definition . — As has been pointed out already terminology of 
indigenous credit is so indeterminate as to make clear description of the 
subject a difficult matter. Especially, many style themselves 
‘‘bankers”, who on any ordinary interpretation of the word have no 
light to the name. The distinguishing mark of a “banker” is that he 
receives deposits frojn others for safe custody, and uses them in his 
own or others' business. And to avoid the confusion arising from the 
vagueness with which the term is used, we propose to deal with the 
subject of “indigenous finance” in two parts, viz., “indigenous 
Banks and Bankers” and “Other Indigenous Credit Agencies.” Any 
person or private firm receiving deposits is a “bank” or “banker” dealt 
with under the first section; all those who do not invite or accept deposits 
are dealt with under the following section. 

408. Brief history . — The system of indigenous banking in India has 
its roots in the ancient past. Money lending with definite rates of 
interest must have existed over 2,000 years ago;( x ) and even at that early 
period moneylending occasionally meant usury. Then, as now, usury 
was condemned, and indeed it was specifically forbidden to the highest 
castes. The Yaishyas, however, were permitted to charge more than 
the prescribed rates : they were traders as well as moneylenders and the 
modern combination of moneylending with other business, to which we 
have alluded elsewhere, is as old as the fifth and sixth centuries B.C.( 2 ) 
The habit of hoarding surplus wealth appears to have existed much be- 
fore the beginning of the Christian era. “Capital wealth was hoarded,, 
either in the house — in large mansions over the entrance passage 
(dvara kottahdka) — under the ground, in brazen jars and under the river 
bank, or deposited with a friend. The nature and amount of the wealth 
thus hoarded was registered on gold or copper plates. ”( 3 ) 

O See Vedic Index of Names and Subjects y by A. A. Macdonnell and A. B. Keith, 
1912, vol. I, p. 109 and Cambridge History of India , 1922, vol. I. Also Sacred Books 
of the East , vol. II, (edited by F. Max Muller 1879, pp. 238-41). 

(■“) See Jatakas , English translation from the Bali text, edited by E. B. Cowell 
6 vols., 1895 — 1907 and Buddhist India, by T. W. Rhys Davids, 1903. 

( 3 ) 3j. C. Jain, Indigenous Banking in India, p. 8. 
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409. Ancient banking — That moneylending had become an import- 
ant element in the economic life of the people before the end of the first 
few centuries of the Christian era, is clear from the treatment of the 
subject by certain celebrated Hindu law-givers,— Manu in the second or 
third century, Vishnu in 'the third century and Tajnavalkya and Narada 
in the fourth and fifth centuries A. D. What is less clear, however, is 
the time and manner of the transition from the ‘‘money lending” to 
the “banking” stage. But judging from certain references in the works 
of Manu to deposits, there seems little doubt that deposit banking did 
exist at least as early as the second or third century A.D., although the 
habit of entrusting valuables for safe custody to friends existed much 
earlier. ( 4 ) There appears, however, to be no mention of the payment 
.of interest on deposits at that period. 

410. Banking in the Muhammadan period. — No account is extant 
of indigenous banking between the sixth and the sixteenth centuries, but 
stories are current of the use of hundis as early as the twelfth century 
A. I). The importance of bankers during the Moghul period and the 
•part they played in the early settlement of the British in India are so 
well-known to all students of Indian history that they need no more 

■-than a passing mention. The Jagat Seths (world bankers) of the 
seventeenth and eighteenth centuries, for their power and influence, are 
comparable with any private banking house in any other country; and 
indeed, they seem to have fulfilled many of the functions of a central 
bank — essential]}’ a modern institution. 

411. — Contact with the West. — Such was the power which the 
banking houses wielded in the Moghul Empire, at a time when it was at 
its zenith, and the foreign traders first came to India. But the days 
•of that empire were already numbered, and in the downfall and dis- 
order which followed, the bankers of the country suffered. Some of 
them, it is true, helped the English with money to fight their wars; 
•and we have it on the authority of the Reverend J. Long( s ) that the 
famous banking house of the Jagat Seths “suffered much in our cause”, 
and were amply rewarded. It is also true that in accordance with an 
existing practice the East India Company for a time used the bankers 
■to collect land revenue. ( 6 ) But these factors only delayed and could 
•not stop the decline in their business and influence which had set in. 

( 4 ) See the quotation in the preceding' paragraph, 
p- ( 5 ) Selections from the 'Unpublished Records of Government , vol. I, for the 
Jears 1748 — 1767 by Reverend 1. ’ Long, Calcutta, 1869, p. xli. 

; ( 6 ) Bengal District Records (edited by W. R. Rirminger. Calcutta, 1914, etc.}, 

Mangpur , vol. I (1770—1779), pp. 15-16. 
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The practice of collecting land revenue through indigenous bankers was 
found unsatisfactory, and was abandoned about 1778.( 7 ) 

412* With the decline of indigenous hankers and the gradual pro- 
gress of English trade and dominion, a need arose for new credit institu- 
tions. This led to the establishment both of government treasuries and 
subtreasuries and of the early European banks in India. ( 8 ) We do not 
propose to trace the growth of these institutions, save to note, as a matter 
of regret, that the new European banks never allied themselves to the 
old indigenous bankers. The two remained separate, because they 
served two distinct functions. The new banks catered for the credit 
needs of the foreigners and their trade and the old bankers continued 
to play their traditional part in the economic life of the inhabitants. 
But this aloofness has, in the long run, been to the disadvantage of both 
these credit agencies. ‘ £ The indigenous banker has continued in his 
old ways without profiting from new experiments. His technique has 
not been developed, and in its higher branches his craft is obsolescent. 
The new banking institutions, on the other hand, have 
not been able to assimilate the time-honoured traditions of the soil 
on which they are planted. They have not entered into the lives 
of the people by penetrating into the villages, which hold the teeming 
millions of India. ”( 9 ) 

413. Glasses of bankers. — The methods of indigenous bankers vary 
greatly ; some work on almost the same old lines as their predecessors 
used to do hundreds of years ago, others transact business in much the 
■same way as a modern joint-stock bank. They include kothiwals , 
sarrafs and a small number of arhatias who obtain accommodation in 
times of need from their relatives and friends, and whose deposits are 
solicited loans rather than real deposits. We have already given a full 
description of the various kinds of indigenous bankers in an earlier 
chapter, and here merely recapitulate briefly the main points of that 
description . 

414. Kothiwals. — The kothiwals who represent the most important 
and respectable class of bankers transact business on a large scale, but 
with methods that vary from place to place. For instance, the activi- 
ties of the kothiwals in Moradabad and Thakurdwara lie mainly In 
advancing on the qist (instalment) system, whilst the kothiwals of Alla- 
habad and Lucknow grant big loans on the security of mortgages, orna- 
ments, generally of gold, goods, or even on personal security to persons 

( 7 ) Bengal District Records, p. 33. # 

C) See Early European Banking in India, by H. Sinha, 1927. 

P) L. C. Jain, Indigenous Banking in India, p, 26. 
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of influence and standing. As bankers they, of course, receive money 
on deposit and employ bills as instruments of credit both for financial 
and remittance purposes. 

They are usually owners of land and house property as well as- 
bankers, which is their principal occupation. At the present time they 
prefer mortgages on property to any other form of security, partly be- 
cause the security is good, partly because money so invested earns inter- 
est for twelve months, whereas money advanced to traders is active 
only during the busy seasons and lies. idle for about five months of the* 
year. 

415. The sarrafs. — They are of two kinds : — 

(a) Big sarrafs , sometimes also called kothiwal sarrafs, ( 10 ) who. 
as mentioned in an earlier chapter, advance large sums of 
money to landlords on the mortgage of their zamindari , 
and to traders and smaller sarrafs on prongtes; discount and 
issue darshani and muddati hundis (sight and usance bills! 
of big amounts, and take only gold ornaments or jewellery 
as security for loans. 

(&) Small sarrafs , who deal mostly in gold and silver. Some of 
them have branches in important trade centres like Bom- 
bay and Calcutta. They receive deposits of small amounts- 
on which they allow interest. Their main banking busi- 
ness is to discount and rediscount muddati hundis and to 
issue and purchase darshani hundis on important trade 
centres. They lend money on mortgages of house property 
situated in towns, on pronotes (ruqqa parcha ka Jen den), 
and on the security of silver ornaments. 

416. Sarrafi Basna. — The sarrafs are held by the business com- 
munity in great respect. This is evident from the importance of their 
association Sarrafi Basna, ( ll ) members of which are entitled both as- 
payee and holder to make or receive payment of a liundi at their own 
offices — a privilege which is not accorded to other firms although they 
may transact banking business on a much larger scale. 

417. Modern indigenous bankers.— A few bankers carry on their 
business on up-to-date lines. They consist mostly of government trea- 
surers, army contractors and owners of houses in cantonments, and; 

C°) t There is little or no difference between the activities of kothiwal s and big: 
sarrafs. “ Kothiwal' ’ is a title of respect usually associated with ancient families. 

T) The words sarraf and basna have coine to mean a banker (see Chapter III. 
footnote, p. 26) and an office or place of business respectively. Originallv the word 
basna meant a piece of cloth on which money was counted out, like the chequered cloth 
from which .we have the word “exchequer*’. A firm is admitted to a Sarrali Basm. 
after a special ceremony. ' 


( 265 ) 

cater chiefly to the needs of European civil and military officers and 
their subordinates. These bankers deal with deposits in exactly the same 
way as* modern joint-stock banks. They receive money in current and 
fixed accounts, issue cheque books and pass books and discount out- 
station cheques. Some firms also receive savings bank deposits; others 
whilst receiving money in current account and issuing cheque books and 
pass books, carry on their other banking business in the same way as the 
kothiwal sarrafs. Their credit activities are the same as those of other 
prominent indigenous bankers : indeed, in this respect there is little 
difference between the methods of any high class indigenous banker and 
those of joint-stock banks. 

418. Allied business . — Even the modern indigenous bankers occa- 
sionally combine other business with banking; for instance, they deal 
in cloth, hardware and grain, whilst practically all of them possess landed 
and house property. 

419. Numbers . — It is impossible to state exactly the number of 
bankers of different classes. The figures given in the following table for 
the eight principal centres of indigenous banking in the province are 
estimates. ( xs ) 


Name of place, 

Number of bankers 
working on old 
lines. 

Number of bankers 
working on modem 
lines. 

Agra 



10 

1 

Allahabad ' . . 

® * # * 


5 


Benares 

• • •' 4 


so ; 


Ga.wnpore. , . 

... ■. 


100 


Meerut : 

..w " ^ * ' ■*:*' 


80 

2 

Moradabad „„ 

... . . , s 


20 


Muzaffarnagar 



7 

... 

Saha ran pm 

“* *• 


15 

1 


Allowing for considerable exaggeration, we estimate the number of 
bankers working on old lines at 250( 13 ) for the whole province, whilst the 
number of modern indigenous banking firms is, so far as we are aware, 
seven. ( 14 ) 

420. Organisation . — It is difficult to describe and analyse the or- 
ganisation of indigenous banking, because in fact there is no regular 
organisation. Bankers’ or traders’ associations are rare, and even 
where one exists it appears to have little influence on market practices. 

. _____ e 

( 1£ ) Ernie nee, vol. II, p. 121. 

( 13 ) See above, Chapter III, para. 133. 

C 4 ) Ibid. 
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The functions of a sarrafa panchmjat like that at Agra are confined to 
certifying the dishonour of a hundi or issuing the 4 ‘fourth” of a hundl 
when the original and two copies have been lost. 

Usually bankers work independently of one another. The moxe 
important have offices or branches all over the province, and even out- 
side it, in centres dike Calcutta, Bombay and Delhi. They work 
through their munims (agents) whose honesty and industry are pro- 
verbial. The munims submit periodical reports and their masters pay 
them occasional visits. Indigenous bankers sometimes act as corres- 
pondents for one another and also lend money to each other at special 
rates, but such connexions are by no means common. Still it is through 
their correspondents or arhatias (commission agents) that the indi- 
genous bankers are linked, in so far as they are linked, with such im- 
portant money markets as those of Cawnpore, Calcutta, Bombay and 
Delhi. * -> 

But while co-ordination is lacking among the various classes of 
bankers, certain sections of them are united by a strong communal 
feeling. According to two of our witnesses this is specially true of the 
Yaishya bankers at Agra and of Marwari bankers generally. These 
bankers are reluctant to accept “outsiders” into their fold and are always 

pepared to help the members of their fraternity out of trouble. 

** 

4-21. Absence of discount houses. — There are no financial houses in 
the province which deal solely in the provision of credit facilities by 
purchase and sale of hundis and other bills of exchange, houses such 
as the Multani bankers of Bombay or the bill brokers of Europe. The 
reasons assigned for their absence are firstly , that the currency of 
muddati hundis in this province is small; and secondly, that the banks 
have made no special effort to popularise the bill habit. 

422. The indigenous money market. — In spite of the absence of 
discount houses an indigenous money market may be said to exist in 
all the important towns of the province, although it is strongest in 
such large financial centres as Cawnpore. ( 15 ) 

423. Clientele. — The bankers’ clientele consists mostly of land- 
lords, the -‘‘poor-rich”, traders, and town moneylenders. All our evi- 
dence tends, to show that the relations between banker and client are on 
the whole cordial. All clases of indigenous bankers are looked 
upon with esteem and confidence. Indeed the modem indigenous 
banker is even more popular than some of the joint-stock banks or the 


( ls ) For the working of the markets, see paras. 428—31 below. 
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Imperial Bank of India. The latter, it is alleged, are sometimes slow 
in attending to their customers’ wants or are unnecessarily strict in 
the interpretation or observance of business technicalities. A modern 
indigenous banker combines up-to-date methods of business with the 
traditional courtesy of. India; his clients are his friends too. 

424. Capital . — It is impossible to estimate with any precision the 
amount of capital invested in the indigenous banking business. No 
reliable data exist, nor is it easy to procure them, because the bankers 
refuse to disclose their true resources. Our only source of information 
is the income-tax department which comes in close contact with the 
bankers and is familiar with their account books. Their estimate fox 
three districts is as follows : — 


District . 

Cawnpore 

Allahabad 

Benares 


Capital. 

Bs. 

60,00,000 

15.00. 000 

40.00. 000 


Total ... 1,15,00,000 

These three districts possess some 135 bankers. Taking the total 
number of bankers in the province to be 250 we estimate their total 
capital to be some Bs. 2,00,00,000. 

425. Limitation of the estimates . — The same two factors which 
affect the accuracy of the income-tax department’s estimates in res- 
pect of the volume of agricultural credit also affect this estimate. These 
factors have been fully explained in an earlier chapter, ( 1G ) and we need 
not repeat the explanation. We have only to add that as cases of non- 
payment of interest are naturally less common in the case of bankers 
chan agriculturist moneylenders, the error due to the fact that interest 
is regarded for the purposes of income-tax only if it has actually been 
paid, is here of relatively small importance. The first error, however, 
due to the reckoning of capital twice over, is of greater importance in 
the case of the banker than in the case of the agriculturist moneylender, 
because the turnover of the former’s capital is both larger and more 
rapid. 

426. Method of business. — -(a) Raising of funds . — The indigenous 
bankers provide themselves with funds to meet the demands upon them 
in various ways. Firstly, the kothmals and sarmfs, both big and small 
augment their own resources by borrowing among themselves.* The 
kofhiwals borrow from other kothhoals locally or from their corres- 
pondents in mofussil trade centres, the big sarrafs borrow from the 


( 1B ) Chapter IV, para. 234. 



hothiwals and the small sarrafs borrow from both. They also raise funds 
by inviting deposits, or by discounting and rediscounting Inuddati 
hundis (usance bills) in the indigenous market, or with joint-stock 
banks. The bankers raise capital at call or short notice by issuing 
darshani hundis (demand bills) on their correspondents or branches. 
The payment of such hundis may by mutual consent be deferred up to 
seven days. They have various methods of obtaining short-term (as 
distinct from short notice) capital. The commonest method is to rediscount 
darshani hundis on out-stations and muddati hundis with the Imperial 
Bank of India or a joint-stock bank. But this is only possible wherever 
such banks exist. Occasionally, the borrower draws a muddati hundi 
in favour of an indigenous banker, who for a small commission guaran- 
tees its payment by endorsing it; which hundi is then discounted by a 
joint-stock bank. In such a case, as this, the hundi is not usually re- 
discounted, and so ceases to be a flexible instrument of credit. But the 
use of hundis for this purpose is not common. Usually a book entry 
is the only record of an advance. 

Bor long-term credit, in which, however, the banker rarely deals, 

the most common security is a mortgage. 

■ ' . ' < ; ■ ' ■ ■ * . : 

* 427. (b) Lending . — The indigenous bankers advance money in the 

following ways — 

(i) Pronotes . — These are payable on demand or at a date; the 
former are more common, as they require a maximum stamp duty 
of only 4 annas. The security is purely personal. 

(ii) Bonds . — These are instruments in writing in which the condi- 
tions regarding repayment, etc., are mentioned in detail. 

(in) Mortgages . — Where the amount of debt is large, or the period 
of repayment is long, or the borrower’s credit is not good enough for an 
uncovered advance, he has to mortgage house or landed property. All 
classes of bankers and moneylenders, especially the hothiwals , lend on 
mortgages, for in India the ambition of the moneyed man is to acquire 
immovable property. The period of redemption mentioned in the deed 
is generally six months to five years, but the lender does not insist on 
the repayment of a loan until the statutory period of limitation is com- 
ing to an end or by accumulation of interest the debt has grown to 
such an extent that the value of the security is no longer sufficient to 
cover.it. 

(iv) Pledge of grain and other marketable commodities . — This form 
security is accepted both by the hothiwals and the arhatias dealing in 
grain. 
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(v) Penciling of valuables, etc , — The sarrafs and kothiwals generally 
lend against the security of gold or silver ornaments, etc. 

(vi) Loans on bahikhaias . — When one banker lends to another, 
and when an arhatia forwards goods to a trader, a deed is seldom exe- 
cuted; the only record of the transaction is a debit or credit entry, as 
•the case may be, in the books of the lender and the borrower. 

428. Hundis . — Hundis are of two kinds, viz., darshani or demand 
bills and muddati or usance bills. A darshani hundi is usually drawn 
by a seller of goods on the purchaser, requesting him to pay the amount 
to the order of the banker or merchant through whom the bill is col- 
lected or negotiated. Sometimes darshani hundis are used as mere 
accommodation bills to secure temporary short-term credit from the 
market; and such “kite bills” often pass through many hands during 
their currency. Such operations are extremely risky, and traders who 
make a habit of them generally end in bankruptcy. 

Muddati hundis or usance bills are generally used as a means of 
-borrowing funds; their use in genuine trade transactions is rare. If 
A wants money from B, A will draw a hundi promising to pay a stated 
sum to B or his order after a stated period; or he will accept accept a 
hundi drawn on himself by B. B is generally a person with money that 
lie wants to invest in some short-term security. B then either keeps the 
hundi himself or discounts it with a banker. An appreciable number 
of such bills are drawn in large trade centres such as Cawnpore, 
•where large blocks of them find an ultimate resting place in the 
portfolios of banks. Such hundis are popular because they can 
easily be turned into cash, whenever required. The sarrafs who special- 
ise in lending short-term credit to traders also prefer hundis , because 
they can discount them with banks and thus increase the turnover of 
their business and its profits, and because hundis , unlike pronotes, are 
•always punctually repaid. Very often, too, a hundi does not represent 
an advance by payee to drawer, but is simply a document by means of 
which payee and drawer obtain from a bank, which they then divide. 
Financial usance bills, however, are much less commonly used in 
the province than other documents of debt. 

In foreign countries a large number of trade bills and trade accept- 
ances, payable at a date, are always floating in the market, and being 
backed by actual trade transactions, are more reliable than mere accom- 
modation bills; In this province the number of such trade bills is negli- 
gible. Credit sales are generally oil a current account, and as such can- 
not be used to mobilise further credit. 

429. All transactions in hundis are carried out through the dallals , 
who correspond to exchange brokers. Their business is to ascertain the 
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daily requirements of the various financial and business houses, to bring 
together the buyers or sellers of hundis and other bills, and, to assist 
them in their transactions. They are remunerated at rates varying from 
21 to 10 annas per thousand rupees for demand hundis . For muddati 
hundis the price is 1 or 2 pice per hundred rupees according to some 
of our informants : but others . state it at 1 or 2 pice per hundred rupees 
for each month of the hundi's currency — a big variation. In some 
places, the seller pays the commission, elsewhere it is shared by seller 
and buyer. 

430. Dishonour of hundis. — As already stated, the punctual pay- 
ment of a hundi is regarded as a sacred duty, and if by chance the bor- 
rower finds himself unable to pay, he prefers to arrange with the holder 
of the hundi to get it changed than to bear the infamy of being declared 
insolvent. Sometimes the bankers issue zikri ehittJiis which are drawn 
upon their correspondents asking them to pay a Jfundi in case the 
drawee mentioned therein fails to do so, a practice similar to the en- 
dorsement ‘drawee in case of need", -which is occasionally found on the bill 
of western countries. This is done with a view to escaping the penalty 
payable in the event of a hundi being dishonoured. A dishonoured 
hundi is very rare. 

431. Market practices , — The following are some, of the local usages 
which have been brought to our notice : — 

(a) When the original payee of a hundi is a merchant, he generally 
keeps the hundi himself until maturity ; he rarely offers it for discount to 
a banker or bank. 

( b ) When the payee is a banker, he occasionally discounts it with a 
bank and utilises the proceeds to buy more hundis, thus increasing his 
turnover. 

(c) Generally holders of hundis instead of discounting them with 
hanks sell or discount them in the market, with their own endorsement. 
The purchaser of such a hundi regards it as a “mercantile treasury bill 5 *' 
or short-term investment; he very rarely sells a second time, though 
there is no legal objection to such a sale. If he happens to want money, 
before the hundi matures, he generally takes it back to the firm from 
whom he bought it to be re-discounted. This practice is common in 
Cawnpore. 

(d) When the original holder or payee of & hundi is a banking firm 
which has a number of branches, the hundi is often SGnt for sale or 
discount to the branch where it will fetch the best price. Just before its 
maturity it is redeemed by the endorsing firm and sent back to the 
branch, where it originated, to be paid by the drawer. 

(e) Similarly merchants and bankers, even if they have no branches 
elsewhere, take advantage of cheap discounting facilities at important 
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centres, through their agents or correspondents, to whom a small commis- 
sion is ^aid for negotiating their bills. 

(f) Yery often a banker sends out his representatives to mandis • 
and other places to advance money on hundis which he subsequently 
discounts. Just before maturity he returns them to his agent to be- 
collected. 

(g) When a hundi is lost, a second copy, called faith , is issued, and* 
a third, called far faith, in the event of the second copy being also lost. 
If the third of a hundi is lost, a fourth called maijar or fancliayati c an 
be obtained. ( ir ). 

(h) When a hundi is dishonoured the holder gets a certificate to t hat- 
effect from the fanchayat sarrafa of the place. 

(i) After a hiindi is certified as above, the seller is liable to pay the 
following charges to the purchaser : — 

(i) A penalty, called nikmi sakrai , which is usually 8 annas. This- 

penalty is Bs. 2 per cent. in. Agra, while in Bareilly it is- 
8 annas per cent, on hundis on Delhi and Cawnpore, and 
Be. 1 per cent, on hundis on Calcutta and Bombay. The 
nikmi sakrai is payable to the sarrafs but not to others. 

(ii) Arhat or brokerage on the charge made by a correspondent. 

(iii) Interest at 9 per cent, per annum from the date of negotiation 

of a liundi to the date of repayment of money. 

(iv) Postage : at some places the postage is fixed at 8 annas. 

(v) When the hundi is negotiated at a discount, the seller pays- 

the ffctual amount mentioned in the hundi to the purchaser, 
but when it is sold at a premium the seller pays the full 
amount that he originally received. In Bareilly and some 
other western districts there was a custom by which the 
seller, in case he had originally sold at a premium, repaid 
at the sarrafs selling rate of the day or at par* whichever 
. was higher. But as there were frequent disputes about this 
rate, a convention has been created by which the seller of a 
dishonoured hundi originally sold at a premium repays at 
the rate of Es. 100^- per cent, for hundis on Calcutta and 
Bombay and Es. 100J per cent, for hundis on Delhi and' 
Cawnpore. 

(?) The drawee of a hundi can by mutual consent defer payment of- 
a hundi for three days at Calcutta and Bombay and seven days at Cawn- 
pore and Delhi, but he pays to the holder interest at the rate of 7'imnaa- 


( l7 ) For examples see L. C'. Jain , Indigenous Banking in India." pp. 81 — 89. 
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,9 pies per cent, per month. If - hundis are held by banks., immediate 
.payment is insisted upon and in case of default 9 per cent, interest is 

.charged. 

(k) In some places the bankers give a rebate of half an anna for every 
.rupee of interest received by them. 

482. Rates of interest . — The rates of interest charged by the indi- 
genous bankers depend upon the- security and the nature of the trans- 
action as much as on the season. The ordinary rate varies from 74 to 
12 per cent, on pronotes and on mortgage of landed and house property, 
hut is most commonly 9 per cent. The rate of interest charged in the 
case of loans on the security of ornaments also varies from 74- to 12 
per cent, according to the amount borrowed and the material (gold or 
silver) of the ornaments. 

Interest on advances against valuables has increased in this province 
during the last 60 years. Dr. L. C. Jain has given a table C\) compiled 
from the accounts books of a banking firm which shows the various rates 
of interest which it has charged from time to time. This table shows 
that the rate has gone up from 6 — 7J per cent, in 1874 to 74 — 12 per cent, 
in 1927. We had 'no similar opportunity to examine accounts books, hut 
from inquiries made by one of us, Mr. M. L. Sah, we find that the rate 
has risen in all parts of the province during the last 50 years. This rise 
may be due either to an increase in the demand for this kind of accom- 
modation, or what seems more likely, a decrease in the supply; whilst 
it is, no doubt, also affected by fluctuations in the value of the 
precious metals. Recently the Imperial Bank of India has also started 
making such loans, which must tend to bring down the rates. 

When one banker borrows from another, the rates vary from 44 
to 9 per cent., as against 9 to 12 per cent, from ordinary customers on 
•personal security; 6 per cent, is the most common rate. 

483. Discount rates . — Hundis for internal remittance are purchased 
and sold at rates which vary according to the conditions of demand and 
•supply , which conditions themselves vary according to season and place. 
During the busy season when money is required for the purchase of grain 
in up-country towns the rate tends to a discount; but during the slack 
season when money is required in the big markets to pay for goods im- 
ported, the rate goes to a premium. In places where the Imperial Bank 
of India or joint-stock banks are situated, the hundis of bankers and 
mhatias are purchased by those who have to remit funds, or by the banks 
for financial operations. In the former case, the rate may either be at a 
discount, at par or at a premium, but in the latter case, it is always at 


i n ) “ Indigenous Banking in India” p. 250. 
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;a discount. Jn these places the rates vary within small limits, from J 
per cent, discount to \ per cent, premium. If the amounts are big, 
the banks generally charge not more than J. per cent, which is generally 
.close to the market rate. In small places, where there are no banks, the 
arhatias have sometimes to pay 6 annas per cent, or even more; the rate 
•varies from 6 annas discount to 2 annas premium. 

Muddati hundis are current during the winter season, when the 
money market is tight, at rates varying between 7J. and 9 per cent., and 
'during the slack season at 41- to 7J per cent, according to the credit of 
the parties. The bazaar rate is sometimes lower than the Bank rate. 

434. System of accounts— The indigenous bankers keep their ac- 
counts on the bahikhata system. They maintain one rokar bahi or cash 
book, one roz n.amcha or day book, and one khata or ledger. Entries are 
recorded in detail, the books are kept on the double entry system, and the 
-entries are checked by means of a trial balance or chittha at the end of 
'the month. This method of keeping accounts is both cheap and efficient. 

435. Indigenous bankers deal principally with men of business or the 
'educated, who are able to understand their accounts: They regularly 
-supply their clients with copies of their accounts. Our evidence proves 
past doubt that, whatever may be said of some moneylenders, the indi- 
genous bankers’ code of honesty is very high. 

436 Indigenous bankers and — (i) agriculture. — The bankers work 
mostly in towns and with, the exception of some bankers who are also 
, zamindars , they are not in direct touch with the agriculturists. But they 
do finance the agriculturists indirectly through the zamindars and the 
village moneylenders to whom they lend. 

437. (ii) Trade. — Most of the trade of the province is financed by 
indigenous bankers, arhatias , kothiwals and sarrafs. The small traders 
are out of reach of the joint-stock banks and it is only from the indigenous 
"bankers that they receive any financial assistance. The bankers advance, 
as already stated, on hundis, pronotes, and the security of goods and 
•ornaments, and also on bahikhatas (book entries). 

438. (Hi) Industry. — The indigenous baulcers mentioned in this sec- 
tion rarely advance money to artisans. Where they do, they advance on 
■the gist or rojahi system. But big industries and karkhanas receive 
.financial aid from indigenous bankers against pronotes, hundis or on the 
security of goods. 

439. Indigenous bankers and joint-stock banks and the hrPperial 
Bank of India. — We have already described the nature of the accommoda- 
tion that indigenous bankers receive from joint-stock banks. Such ac- 
commodation is neither free nor regular but is sought occasionally and 



only in the last resort, when the bankers’ own funds are exhausted and 
other bankers will give no further credit. Some bankers h&ve com- 
plained to us that the Imperial and joint-stock banks are unsympathetic:; 
that they do not give them as large a measure of the accommodation as- 
their financial position entitles them to receive; that they are treated 
as ordinary customers, and no special consideration is given to their 
applications. The banks, on the other hand, say that adequate security 
is not always forthcoming, and that as the bankers generally refuse to- 
disclose their accounts or publish a balance-sheet it is not always possible- 
to assess the true financial position of the applicants. At present there- 
is nothing to prevent a dishonest banker from exploiting his position as 
a ‘hanker” and defrauding the banks. This is obviously a matter which 
borrower and lender must settle between them, which cannot be governed 
by definite rules. It is for the -borrower to give his creditor reasonable- 
proof that he can offer sufficient security, and that he has resources from 
which he can repay. But we cannot help feeling that in present condi- 
tions some complaints are justified, and that the banks occasionally treat 
applications for credit from the indigenous banking community, which 
has an honourable history behind it, with too little sympathy, and are, 
apt to insist too rigidly on the observation of mere formalities. At the* 
same time, we consider that the indigenous bankers might well do some- 
thing to meet the requirements of joint-stock banks. For instance, they 
might develop the use of trade bills, and encourage a more extensive use- 
of hundis . They might organise some sort of association of indigenous 
bankers, which would certainly enhance their financial prestige in the 
eyes of the banks and facilitate extension of credit. And there are other- 
possible changes, requiring legislation, which would have the effect of 
bringing indigenous and joint-stock bankers into closer contact. For 
instance, as suggested elsewhere, amendment of the Transfer of Property 
Act so as to permit equitable mortgage by deposit of title-deeds, or deposit 
of a mortgage deed by a mortgagee as security, would create securities 
which the banks could accept. 

440. Difficulties of bankers. — (1) The principal difficulty which in- 
digenous bankers have to encounter in business is that they are not re- 
cognised as possessing the status of “bankers.” That is why they are 
unable to get the accommodation which the Imperial Bank of India and 
the joint-stock banks would otherwise give them, why cheques crossed in 
their name are not accepted, and why no distinction is made in their 
favour in the matter of remittance facilities. 

(2) Another of their difficulties is that some joint-stock banks refuse 
to accept cheques drawn on them, and return them with the remark “no 
means of collection.” This difficulty can be easily removed if a bahker 
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makes arrangements with some well-known bank to pay provisionally all 
•cheques drawn on him and prints the name of the bank on his cheques. 
For this purpose, all that the banker need do is to keep an account with 
the said bank. There is a precedent in English practice. Many banks 
which are not members of the clearing house keep an account with some 
other bank that is a member, and prints that bank’s name on their 
cheques as their “clearing agents.’ 9 

(3) The banker suffers from the same legal difficulties as the money- 
lender. These are fully discussed in a former chapter. 0°) They have, 
however , a special legal disability of their own, namely, that the Bankers’ 
Books Evidence Act (XVIII of 1891) does not extend to indigenous bank- 
ers unless the local government makes the Act applicable to a particular 
firm. 

4-41. Decline of the indigenous bankers . — For various reasons the 
business of indigenous bankers is declining. In the first place, the estab- 
lishment of modern banking institutions has resulted in the curtailment 
of their business, because they have failed to move with the times. A 
few of them — only seven in this province — have adapted themselves to 
modern methods, but most of them still cling to their old ways. The 
profits of every businessman must obviously depend upon the size of 
Ills resources; and a modem banker’s success depends on the amount of 
deposits that he can command. But indigenous bankers have not yet 
realised this fact; they still rely far more on their own capital than on 
deposits. Secondly, the difficulties just enumerated are such that it is 
not surprising to find old banking houses are now investing their resources 
instead in other business than banking. 

442. Defects of the system . — The most serious defect of the indi- 
genous banking system, if a system it can be called, is this very reluctance 
to accept deposits. The result is obvious. The bankers are rather 
“moneylenders” than “bankers”, and their utility is therefore limited, 
their progress restricted. And the second defect is the inadequate use of 
Jiundis. The absence of a discount market, to which we have already 
referred , robs the banking system of a mechanism for the automatic ex- 
pansion and contraction of credit in accordance with the needs of the 
country. 

Indigenous banking thus lacks both deposit and discount business, 
which are the principal functions of modern banking. This accounts 
largely for the third defect, viz., lack of co-ordination between the various 
classes of indigenous bankers and absence of effective liaison between in- 
digenous and modern banking. There is often no link, at best is 

only a weak link, between the various credit agencies. 


( i0 ) Chapter VII. 
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B. — Other indigenous credit agencies. 

448, Glasses. — Besides the bankers mentioned in the preceding sec- 
tion, there are a number of other credit agencies working in this province* 
which are no less important. We have already discussed them in a broad: 
way in Chapters III and IV. They may be briefly enumerated as* 
follows : — 

A . — Rural credit agencies. — (1) The professional — 

(a) The village moneylender including both the village hernia and 

the village mahajan. 

(b) The sahukar . 

(c) The peripatetic moneylender — the qistwala, the Kabuli, the* 

cattle dealer. 

(d) Miscellaneous — the. Ban jar a, the Behwari, the pheriwala, the 

khandsali . 

(2) The amateur — 

(a) The agriculturist moneylender — the zammdar moneylender and’ 

the tenant moneylender. 

(b) Miscellaneous moneylenders — pensioners, temple priests ? 

village servants , faqirs, etc. 

B . — Urban credit agencies. 

(a) The sahukar. 

(b) The sarraf — small and large. 

(c) The arhatia (the link between the village and the town). 

id) Miscellaneous and casual — the qistwala , the pawnbroker, etc.. 

444. Methods of business. — We have already discussed in Chapter 
IV the methods of business adopted by the rural credit agencies. We now 
turn to the urban moneylender, excluding the sarraf, who is generally a 
banker and whose methods have just been described. 

445. The sahukar or town moneylender. —A sahukar' s method of 
business varies with the locality and his clients. A big moneylender' 
generally advances to traders and the well-to-do on pronotes, bonds, 
mortgage of property, the security of ornaments and on hundis. A small, 
moneylender lends money to the menial servants of Government and local 
bodies, railways, factory artisans and mill-hands, and others, amongst 
whom mention may be made of the wasiqadarsO of Lucknow, who 
borrow on the assignment of their toasiqas (annuities). Loans are, as 

( ao ) A wasiqadar is a person •who is in receipt of wasiqa. Wasiqa is the interest 
on the securities invested by different kings and queens of Ondh with the East India 
Company on the understanding that the interest of these securities will be employed in 
giving pensions to the relations, dependants and hangers-on of the ruling family oCOudh, 
These pensions are hereditary and are divisible according to Muhammadan law among: 
members of the family after the death of each recipient. 
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often as not, made on the qist system (repayment by instalments) or 
rojhai system (repayment by daily instalments!. 

Some pawnbrokers and others dealing with English-knowing*, 
people — particularly the Anglo-Indians— have remodelled their offices on 
up-to-date lines, calling themselves “loan offices’’ or loan bureaux”* 
etc., but in their charges they are as exorbitant as the qist wains. The* 
security may be that of a watch, a trinket, a cigarette case, a typewriter 
a sewing machine, etc./and the loans are for short periods. Some- 
of these offices have developed themselves into joint-stock companies, . 
calling themselves by such high-sounding names as “finance corpora- 
tion.” 

Among the town moneylenders must also be mentioned the casual 
moneylenders who use their spare funds in moneylending as a supple- 
ment to their other sources of income. Amongst these are such persons 
as government pensioners, traders, members of the learned professions- 
and widows. Their usual method of advancing is on ruqqas (pronotes) 
the security of ornaments, and mortgages. As their aim is often to ac- 
quire landed property mortgages are popular with such people . The 
transactions of these moneylenders are often secret but they are consi- 
derable. 

446. The arhatia . — There are two kinds of arhatias , viz. — 

(1) those who finance the movements of crops from the villages- 
to the port towns or the consumer; and 
(*2) those who handle the movements of finished or imported goods- 
from the manufacturers or port towns to the consumer. 

The first class of arhatias make advances to the cultivator or to those- 
who move crops from the village to the mandi . They buy crops on behalf 
of their customers, charging a small commission called arhat and a small 
charge for charity and market dues, which we have already described 
elsewhere. C 1 ) They forward the goods to the customer on the invoice- 
system, making a debit entry in the customer’s account for the value of 
the goods forwarded and for their own dues. Interest is charged or paid 
to the customer according to the debit or credit balance in his account, 
at a rate ranging between 7J and 9 per cent. Advances are also made 
on the security of goods, such as grain, ghee or gur. 

A description of the system of the cloth trade will serve to explain 
the activities of the second class of arhatias . The arhatias purchase cloth 
from the wholesale dealers and pack and forward it to their customers,, 
the retail drapers, for whom they buy. The wholesale dealers allow 7 
to 21 clays according to the custom of the market, after which period 


( sx ) Chapter III, paras. 123—128. 
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they must be paid, unless an extension of time is arranged and interest 
paid for the extra period. The arhatias accommodate the retail drapers 
according to their standing and the character of their past dealings. In- 
terest is paid or charged, as the case may be, at 7 to 9 per cent. The 
principal markets from which the arhatias buy cloth for the retail drapers 
of this province are Bombay, Delhi, Cawnpore, Calcutta and Ahmedabad. 

447. The qistioala , who in some cases is a banker, makes advances 
not merely in his headquarters and in the neighbourhood, but over a 
wide area extending to places several hundred miles away. Bor example, 
some of their ilaqas (circles of business in charge of munims or agents) 
are as far away as Gujrat , Bombay and the Punjab. A qistwala usually 
lends small amounts to agriculturists, or to the labouring and artisan 
classes and mill-hands in the industrial towns. The most common kinds 
of qist are of four, ten, sixteen and twenty rupees respectively, for which 
the sums realised are six, twelve, twenty and twenty-five rupees, at a 
rate of one rupee per month; whilst there are also qists repayable at 
:the rate of one anna a day, of which the principal amounts are two, 
sixteen and twenty rupees, and the amounts repaid are Bs. 2-2-0, 
Rs. 20-10-0, and Rs. 24-6-0. In addition to the abovementioned charges 
.a borrower has to pay 1 anna 6 pies to 4 annas as waiting charges and 2 
.annas for the stamp. 

The system of daily realisation is called rojalii, and is popular with 
the mill-hands and other wage-earners. There are also other one-day 
loans which are repaid either the same day on which they are borrowed 
or on the next. They are popular among petty traders, hawkers, and. 
drivers of ekkas or tongas. The rates of interest vary from 2 annas per 
.cent, to 1 anna per rupee per day. 

448. Methods of raising funds. — With the exception of the arhatias 
who borrow money by floating hundis in the market or by pledging goods 
with the commercial banks and the Imperial Bank of India, the credit 
agencies mentioned in this section generally work with their own capital; 
but if they require additional funds they obtain them in the following 
■ways : — 

(1) The town moneylenders and pawnbrokers borrow from other 
moneylenders on pronotes and also by repledging the ornaments pawned: 
with them. Some smaller sarrafs also resort to the practice of repledging 
the ornaments. 

(2) The grain arhatias borrow from their principals at important 
trade centres or from other indigenous bankers, viz. kolhiwals and big 
• sarrafs . To provide himself with funds a moneylender of this kind freely 
•issues hundis on his correspondents or principals at important trade 
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centres or on those to whom he sells his goods. At places where joint- 
stock banks are willing to advance money on the security of grain the 
arhatias* borrow from them also. 

Cloth arhatias obtain funds by issuing usance bills or by borrowing 
funds from other indigenous bankers; but as they work mostly in im- 
portant trade centres like Bombay, Calcutta, Delhi or Cawnpore, they 
do not find it difficult to get their hiindis discounted. 

449. Numbers. — As in the case of bankers, so with other credit 
agencies, it is impossible to give their numerical strength with any 
precision. The census figure of 1921 for all kinds of bankers and 
moneylenders in the province was over 1J millions, of whom some four 
hundred thousand are workers, and the rest are dependants. 

450. Capital . — The remarks which we have made regarding bank- 
ers’ capital apply to that of the moneylenders. The Income-tax de- 
partment’s estimate of moneylenders’ capital is 20 crores, and 5 crores 
for those whose income is between Es. 1,000 and Es. 2,000. It is 
impossible to obtain any accurate figures for the small men whose income 
is below Es. 1,000. These estimates are all incredibly low, and the 
department admit it, freely. CO . 

451. Relation to (/) agriculture . — The part which the different 
classes of village moneylenders play in financing the agriculture of the 
country has also been already discussed in chapter III. The town money- 
lenders make advances mostly on the gist (instalment system); the small 
Eastogis of Lucknow 7 and the Harhias of Gorakhpur are striking exam- 
ples. Loans are also made on the pawning of ornaments, both gold and 
silver. 

452. Relation to.' (ii) trade. — The major portion of the trade of the 
province is financed by the arhatias and town moneylenders. Joint- 
stock banks and branches of the Imperial Bank of India have been 
established in all the important towns of the province, but they do 
little to supply the credit needs of local traders and merchants. Their 
rules regarding security and forms of instruments are strict, and the 
branch managers have no discretion to make advances in contravention 
of those rules. Small traders and businessmen regard such banks as 
unapproachable. The indigenous credit agencies advance against the 
security of goods, pledging of ornaments, on pronotes, bahikhatas (book 
entries) and Jvundis. 

453. Relation to (Hi) industry . — Small industries are financed^ by 
petty town moneylenders, by dealers in finished wares or by the suppliers 

( a2 ) See paras. 234 and 424. 
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of raw materials. The last of these do not charge any interest if the . 
amount is repaid within a week or so, but recoup themselves by the re- 
latively low prices at which they can obtain the finished waives. The 
dealers make advances to secure a hold on the artisans. The town money- 
lenders lend money on the qist or rojahi systems. As the artisans can 
offer little or no security and the lenders know that they have little 
chance of recovering the principal sum, rates of interest are exceedingly 
high. 

Big industries and owners of large scale liarklianas are generally 
men of substance; they deal mostly with big moneylenders who do not 
charge high rates of interest. 

454. Relations with the Imperial Bank of India and the joint-stock 
banks. — The credit agencies mentioned in this section can obtain fin- 
ancial assistance from the Imperial Bank of India and the joint-stock 
banks by pledging their stocks, a facility of which the arhatias who deal 
in grain make full use. The arhatias also obtain accommodation by 
rediscounting hunclis. 

455. Rates of interest. — The arhatias usually charge 7J to 9 per 
cent, interest — the rates of town moneylenders lie between 71- and 1*2 
per cent. — on hundis and pronotes, with 9 per cent, as the most com- 
mon rate. Interest on mortgages of house property varies between 7£ 
and 12 per cent. ; on mortgage of zamindari the interest ranges between 
9 and 12 per cent. Petty town moneylenders operating among small 
people charge up to one anna per rupee per month. Village money- 
lenders charge between 18 and 37-| per cent, interest, but as already 
stated the general rate is 24 per cent. For mortgages of smaller 
.amounts 9 to 18 per cent, is charged; 12 per cent, is the usual rate. 

456. System of accounts. — Credit agencies whose dealings are 
amongst businessmen and educated persons send copies of accounts to 
their clients, whilst those dealing with the illiterate explain the ac- 
count whenever required. It is in evidence that in certain parts the 
■accounts of agriculturists with their clients are made up after every 
■crop and are explained to them in the presence of other clients on fixed 
dates. Complaints are often made that village moneylenders do not 
keep their accounts properly and that a debt once borrowed multiplies 
with amazing rapidity : but these complaints are vague, and in the 
absence of definite proof we regard them as grossly exaggerated. 

457 . Public opinion.— Sarrafs, sahukars and arhatias are honour-' 
•able men, whose business methods are honest, and they are deservedly 
held in high esteem. The qistia charges interest at a usurious rate, 

' though his profits are greatly reduced both by his numerous bad debts 
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•and by the costliness of his system, with its host of travelling gumashtas 
and sipahis ; but he is popular because that system is so convenient to 
his clients. The same is true of the Banjaras, who also bring money and 
goods' to the debtor’s door, and they are well liked despite their petty 
exactions. Opinion regarding the village moneylender is divided. 
Some consider him as wholly abominable, — an unscrupulous usurer, a 
land-grabber, the fomentor of factions and lawsuits; others commend 
him as the cultivator’s friend, the traditional guardian of his property, 
an ever present help in time of trouble. Evil genius or good angel, — 
the truth lies between these extremes. He is useful, for it is Ms money 
that enables the cultivator to plough, to .sow and to reap, that brings 
the crops from field to threshing floor, from, threshing floor to market. 
He is greedy, but his greed is limited by discretion; his fortunes are 
bound up with those of his clients, and if he harms them, he harms 
himself. In short, he is a necessity. The cultivator knows it, and 
embraces what he" cannot eschew. The moneylender knows it, and 
“turns, his necessity to glorious gain.” 

As for the Kabulis, the Harhias, and their like, they are rather 
■robbers than moneylenders. 

458. Defects . — The defects of indigenous banking are also the de- 
fects of moneylending, — lack of co-ordination, of suitable credit instru- 
ments, of adequate facilities for obtaining accommodation when re- 
quired. But the worst defect of the moneylending system is its exor- 
bitant interest. 

G. — Possible remedies in the existing banking system. 

(i) Consolidation of indigenous banks and bankers , 

459. Having examined the problems, we come to the remedies, 
and deal first with the indigenous bankers. Our analysis of their cir- 
cumstances makes it abundantly clear that the indigenous bankers are 
now, and will remain, an indispensable element in the financial system 
of the country. Their resources are limited, their methods antiquated; 
but they maintain traditions and standards which, though old, are 
honourable; they possess wide knowledge and varied experience, and the 
world would be the poorer by their extinction. Fortunately, their ex- 
tinction is not even desirable; the true remedy is not to end but mend 
them. We have received numerous suggestions for the improvement of: 
the indigenous banking system. We have considered them carefully, 
and we believe that several lines of advance are open. But we can 
•do no more than state the possibilities; the bankers themselves must 
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decide by which road, and at wliat speed, they will move. The possi- 
bilities are as follows : — 

(1) The transformation of indigenous bankers into private limited 

liability companies. 

(2) The amalgamation of the business of local indigenous bank- 

ers into joint-stock banks. 

(3) The establishment of what are known in Germany as "Com-. 

mandit ’ ’ principle banks . 

(4) The appointment of indigenous bankers as agents of joint- 

stock banks or of the Reserve Bank. 

(5) . The formation of a co-operative bank of indigenous bankers. 

(6) The adoption of bill-broking* as an integral part of the indi- 

genous banker’s business. 

(7) The re-organisation of indigenous bankers on modern lines. 

480. Private limited liability companies. — There is at present a 
tendency in this province for joint family firms and others to register 
themselves as private limited companies. They thus seek to reap the 
advantages of limited liability, whilst retaining the principal advantage 
of the private firm, namely, its secrecy; for a private limited company 
need not publish a balance-sheet. It is asserted that by this system 
the banker is unable to withdraw his capital; but there is nothing to 
prevent him from withdrawing it by making a loan to himself* 
Though the absence of a published balance-sheet is a grave fault, yet 
such a company, at all events, becomes a separate and regular corpora- 
tion. We do not, therefore, oppose the formation of such companies, 
although we cannot regard their formation as a complete solution of 
the present defects in indigenous finance. We recommend, however, 
that any provisions that may be made for the regulation of public bank- 
ing companies should apply to private limited liability companies as 
well. 

461. Amalgamation of indigenous bankers. — In his book on indi- 
genous banking Dr. L. C. Jain has suggested that in every village or 
small town the indigenous moneylenders should combine on the joint- 
stock principle, pooling their capital resources and forming themselves 
into indigenous joint-stock banks. The indigenous moneylenders and 
bankers would act as directors and paid employees of the bank, besides 
earning dividends on their shares and interest on their deposits, ("> 
Dr^ Jain claims for his proposal that these would be true banking insti- 
tutions rather than mere moneylending agencies, that they would be 


( 28 ) Indigenous Banking in India , p. 238. 
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economical and convert dormant hoards into deposits. But any scheme 
which does not leave the indigenous bankers free to carry on their 
business as they please does not appear to us to be feasible at the pre- 
sent By this proposal some of the indigenous bankers who 

join the amalgamation must give up active business. The choice of 
manager, managing director and directors will cause constant quar- 
rels. We are of opinion that at present schemes of alliance are more 
practical than schemes of combination. But we do not ’hesitate to re- 
commend the proposal to indigenous bankers and moneylenders as a 
desirable ideal. 

• 462. “ Commandit ” principle banks . — The establishment of banks 
or branches of banks on “Commandit” principles (as they are called 
in Germany) is an arrangement by which one or more private bankers 
become the chief ^ controlling officers of a joint-stock bank and also 
its partners. The liability of the shareholders is limited to the amount 
of their shares, but that of the partner-bankers is unlimited and extends 
to the whole of their private fortunes. To compensate them for this 
unlimited risk they generally receive 20 per cent, of the profits of the 
bank. The advocates of this system claim that it takes the fullest ad- 
vantage of the banker’s local knowledge and experience by ensuring 
that the prosperity of the banker is linked to the prosperity of the bank, 
whilst the principle of unlimited liability ensures cautious working and 
inspires confidence in depositors. Such banks can be formed under 
section 70 of the Indian Companies Act. 

463. Agencies or branches of joint-stock banks on (t Commandit’' 
principles . — It should be possible for banks to establish branches on 
the “Commandit” principle. A bank instead of opening a branch 
would arrange with a banker to supply him with funds up to an 
agreed amount, over and above his resources and local deposits, to 
divide profits in a pre-arranged manner, but in case of loss to hold him 
liable for the whole or a part of the loss. The lending bank, whilst 
retaining the advantage of limited liability, would enlist the support 
of the banker’s local knowledge and connexions. A fear has been 
expressed that in such a case the parent bank could not exercise proper 
control; but w r e cannot share that fear, so long as the bank takes a 
real interest in such agencies. The system has been worked in Germany 
for over 70 years with excellent results. But its success must depend 
upon the bankers themselves. They must satisfy the bank that -they 
are solvent, and that they possess the requisite knowledge and capacity 
to do successful business. They must permit them to examine their 


( 2 ‘) Dr. Jain himself says so in liis note, Evidence, vol. IT, p. 129. 
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accounts and exercise some control over their operations. Unless the 
indigenous bankers are prepared to agree to these conditions, no bank 
could entrust them with the use of its name and all that it means. It 
is unnecessary to discuss details since they will depend upon a variety of 
circumstances and must be left to the contracting parties to deter- 
mine in each individual case. 

464. Indigenous bankers as agents of commercial banks . — Another 
possibility is that joint-stock banks, instead of opening branches, should 
appoint indigenous bankers as their agents to conduct all or certain 
specified forms of business for them on a basis of commission or division 
of profits. The exact terms of agency must be a matter for the con- 
tracting parties to settle. This arrangement would again utilize fully 
the local knowledge and experience of the indigenous bankers and make 
expansion possible at a relatively cheap cost. 

465. Agencies of the Reserve Rank • — Whether commercial banks 
find it impossible to create such agencies or not the Reserve Bank will be 
able to utilize the services of indigenous bankers in this manner. The 
bank would., of course, prescribe certain conditions and safeguards before 
appointing an indigenous banker as its agent. Since indigenous bankers 
are in intimate touch with the public and exist even in the smallest 
towns this method appears suitable to bring about a speedy expansion of 
organised credit. 

466. Indigenous bankers' co-operative bank . — We have also con- 
sidered the suggestion of a co-operative bank consisting of indigenous 
bankers working in urban areas. At present indigenous bankers com- 
plain that the joint-stock banks cannot, or at all events do not, give 
them all the accommodation that they need; but a co-operative bank 
of their own would do so, discounting their hundis and rediscounting 
them with the Reserve Bank. Such a bank could also act as an 
acceptance house. It would leave indigenous bankers free to 
carry on their business as they please, whilst supplementing their 
resources and acting as a link between the indigenous bankers 
and the Reserve Bank. The greatest value of such a bank 
would be educative, since it would keep its members in touch’ with 
the daily movements of the money market and train apprentices in 
up-to-date methods of banking. We foresee certain difficulties in this 
proposal. Bor instance, will the number of bankers willing to join the 
bank be sufficient to make it a success? Will the bank succeed in at- 
tracting sufficient working capital to meet the needs of all its members? 
Will the profits earned be sufficient to compensate the members for 
other possible inconveniences, e.g., the decrease in their resources due- 
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to subscription of capital to the bank? ■ We do not, however, regard 
these difficulties, as serious; and recommend the proposal to the indi- 
genous bankers as a possible connecting link between them and the 
centra] bank of the country. 

467. Bill-broking houses . — It has also been suggested that indi- 
genous bankers, especially sarrafs , should re-model their business so as 
to include bill-broking*. Borrowers who cannot offer security acceptable 
to the banks could then approach them through the sarrafs , who would 
thus become a valuable link between the banks and the general public. 
And their functions could be widened so as to include acceptance of 
bills, opening of and guaranteeing commercial credits, etc. Their 
position would be analogous to that of the bill brokers and discount 
houses of London, respectable and creditable in every way. We feel 
that this would be a natural development of the extension of facilities 
for the rediscounting of bills which the central banking organisation 
will provide. But we also feel that it would he undesirable to restrict 
the activities of indigenous bankers in the future banking system of the 
country merely to bill-broking. Though some might specialise in this 
form of credit, they are capable of playing a much bigger role, and 
nothing should be done to limit the scope of their utility. 

468. Re-organisation of banks. — One thing, however, is clear. If 
the indigenous banker wishes to continue serving his country, he must 
adopt modern methods and follow modern tendencies. He cannot stand 
still; he must move forward, or move aside altogether. If indigenous 
bankers find it difficult at present to re-organise their business on any 
of the lines suggested above, they can at least enlarge its scope so as to 
take in deposit banking. But who will take the lead? Our answer to 
this question is that the Reserve Bank should provide a system of 
recognising bankers. The scheme should be one of which indigenous 
bankers will find it worth wdhle to take advantage whilst involving no 
risk to the central banking agency. 

469. Conditions of recognition’— We suggest the following condi- 
tions of recognition : — 

(a) Restriction to banking and allied business to the exclusion of 

trade. 

( b ) Re-organisation of banking business on modern lines. 

(c) Maintenance of an account with the Reserve Bank. 

(d) Periodical audit of accounts by approved auditors or periodi- 

cal inspection of accounts by the Reserve Bank. 

We need hardly emphasise the first of these conditions. It is an 
axiom of banking that any combination of credit operations with trade 



or speculative dealings is most dangerous. Speculation has caused the 
downfall, of many indigenous banking firms. We agree with Mr. Tha- 
kur when he writes as follows “It may, however, be mentioned here 
that private bankers would greatly enhance their business and confidence 
in themselves if they confined their attention to banking and allied acti- 
vities and did not participate in active trading, involving trade risks. 
They could, of course, continue their commission agency business, but 
anything smelling of trading on their own account with the depositors* 
money would in the long run be injurious to their prosperity.” ( a5 ) 

As for the second condition, it is obvious that a banker who receives 
deposits, both current and fixed, and issues cheques and pass books is 
better able to augment his resources and meet the credit needs of his 
clients than one who depends upon his own resources, borrows only occa- 
sionally and lends incautiously. He can also afford to lend at lower 
rates of interest. 

The last two conditions need no comment. Nobody can reap the 
benefits which are provided by a central banking agency, unless that 
agency holds a portion of his funds in deposit : no banker or bank can 
secure public esteem, let alone public “recognition, 5 ’ unless he submits 
his accounts to periodical audit. 

470. Privileges of recognition. — As against these obligations the re- 
cognised bankers should have certain definite privileges as follows : — 

(a) The discounting of bankers’ liundis . 

(b) The facilities provided by the Bankers’ Books Evidence Act. 

(e) "Remittance and other facilities. 

No greater advantage could be conferred on indigenous bankers than 
that their liundis should be discounted at or near the bank rate in 
quantities limited only by their own credit and that of the primary 
party responsible for the bill. 

The Imperial Bank of India already affords special remittance faci- 
lities to the joint-stock banks, but does not at present treat indigenous 
bankers as “bankers.” Recognised bankers should have, as far as 
their credit allows, the same treatment and position as a joint-stock 
bank. 

9 f 

471. If a class of recognised bankers is thus created , we cannot doubt 
that it will grow and prosper, and become a source of strength to the 

( 25 ) Organization of Banking in India, p, 350. 
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banking system of the country. But we must repeat that indigenous 
bankers must be left entirely free to ask for recognition or not, as they 
please. There should be no interference .with the individual liberty 
of a private bank or banker, who must be allowed to “continue their 
activities as best as they like, and no sort of check or regulations should 
be imposed upon their business. The sanctity of private business so 
long as its liability is unlimited and it does not violate public morals 
.should be left untouched.** ( 30 ) 

(ii) Suggestions for the improvement of other credit agencies . 

472. In another chapter we have made suggestions for the general 
improvement of the credit system of the province. For instance, in res- 
pect of agricultural credit we have recommended an expansion of primary 
co-operation, the creation of co-operative marketing societies, and 
the constitution o£ a provincial co-operative bank. Similarly, in the 
domain of industry we have proposed the creation of co-operative artisan 
societies both for credit and sale, together with a provincial industrial 
bank, the apex of the system. To meet the needs of landlords and others 
who require long-term credit, we have recommended the constitution of a 
land mortgage bank. Regarding the problem from another aspect, we 
have further recommended that the potential debtor be taught the ele- 
ments of financial prudence, the desirability of equating his expenditure 
to his income and of avoiding, or at least reducing to a minimum, his 
borrowing for unproductive purposes. In short, we have made such 
proposals as in our judgment will facilitate the co-ordination of credit, 
the control of his lending by the creditor, and the control of his borrow- 
ings by the debtor. 

473. The question still remains what is to be done with moneylender. 
One thing is certain, that the moneylending fraternity will bitterly re- 
sent and strongly oppose such changes as we have suggested, directed 
-as they are to restricting their operations and reducing their gains. 
FT or will those changes result in his disappearance. Usury is as old 
as the world; no country has ever succeeded in abolishing it, no country 
ever will. Whatever measures of reform may be undertaken, however 
'perfect a system of education may be, there will always be fools and spend- 
thrifts to make business for the usurer. It is useless, therefore, to con- 
sider whether it is or is not desirable'to do away with our present money- 
lenders, because it is impossible; and none of our witnesses, indeed, 
have even suggested it. They have, however, made various proposals 
to regulate their operations and safeguard the interests of their clients, 
which we now propose to examine’. 

( 2G ) B. T. Thakur, Organization of Banking in India ,"p. 349.. 
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474. Inclusion of ■moneylenders in co-operative societies. — The first, 
suggestion is that moneylenders, especially those in xuial areas, should be 
induced to deposit their funds with a co-operative credit society on condi- 
tion that they cease lending money privately to the members of that 
society. We have discussed this proposal elsewhere. (") In present- 
conditions we doubt whether any moneylender would be prepared to for- 
feit his independence; he is, as he always has been, in determined, 
autagonisrn to the co-operative movement. But even if he abandoned, 
his attitude of opposition, the proposal involves one great danger. The 
moneylender’s financial status would quickly enable him to dominate 
the society and dictate its operations; before long, instead of the society 
using the moneylender’s funds for the benefit of its members, the money- 
lender would be in a position to use the society’s funds for his own. 
benefit. It may be that a society of the new type which we contemplate,. 
— the “general purposes society”, — may acquire, in fime, sufficient- in- 
fluence to keep him in check. At all events, we consider the experiment, 
worth making. To win this dangerous enemy over to the side of co-opera- 
tion, to secure the benefit of his knowledge and experience, would be no 
small achievement. 

475 . Formation of a co-operative society of moneylenders. — A se- 
cond suggestion is that the moneylenders in a particular locality should, 
be induced to form themselves into a rural bank lending money to the 
primary societies of the neighbourhood, not to individuals. We have fully 
discussed this proposal in an earlier chapter, C 8 ) and have nothing to add 
to what we have already said. We think the experiment might be 
tried; but we cannot pretend to feel sanguine of its success. 

476 . Licensing of moneylenders . — Many witnesses have recommend- 
ed the licensing or registration of moneylenders. As a condition of 
receiving a licence, the moneylender must bind himself not to charge in- 
terest above a fixed maximum rate and submit to inspection of his 
accounts. In return he would be given certain privileges, namely, free- 
credit with some bank, either the Reserve Bank or one of its agencies or 
the district co-operative bank; and the right to the same facilities for the 
realisation of his debts as are at present enjoyed by co-operative societies. 
To this proposal there are obvious objections. Firstly, it would be diffi- 
cult to induce either the Reserve Bank or any district co-operative bank 
to give a moneylender easy credit; the Reserve Bank could scarcely be 
expected to deal with such small fry, and a district co-operative bank 
could "scarcely be expected to finance one of its own rivals. Secondly , 

( 27 J Chapter VI, para. 303. 

( 2S ) Chapter VI, para. 3,0-2. 
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it would be quite impossible to ensure that a moneylender observed the' 1 . 
eonditioiTs of his licence ; and if he did not , the only possible penalty 
would be to revoke the licence itself,, which, since lie would then resume- 
independent operations, would scarcely act as a deterrent. Thirdly , no* 
moneylender would be whiling to take out such a licence if it involved, 
the auditing of his accounts. Finally , such a scheme would merely 
restrict credit without controlling it. 

477. Rendering of accounts.— We have received numerous com- 
plaints that moneylenders do not keep their accounts regularly or honestly, 
and that they refuse to explain them to their clients. The remedy usually 1 ' 
suggested is legislation on the lines of the Punjab Regulation of Accounts 
Act, which prescribes forms in which accounts are to be kept and requires 
moneylenders to send a copy of those accounts twice a. year to their 
clients. We doubt* whether such practices are widespread in this prov- 
ince. Indeed, there is evidence to show that in some’ districts it is the 
moneylender’s regular -custom to explain his account to every client on- 
certain fixed days. There is also evidence which shows that errors in 
the account are not always in favour of the creditor. ( 20 ) Again, the 
principal object of rendering a periodical account is to enable the recipient 
to compare that account with his own. But in the prevailing state of 
illiteracy few- debtors keep any account; and obviously, unless he does 
so, the creditor can still manipulate his accounts, since though- the debtor 
may suspect manipulation he will not be able to prove it. Further, though 
the law 7 may forbid the levying of a fee for preparing such an account,, 
we feel little doubt that the moneylender in one way or another will 
pass the cost of preparation on to his debtor, either by raising the price- 
of credit, or by inventing some new' customary fee not directly connected’ 
with the preparation of the account itself. Lastly, unless -the forms 
prescribed by the local Government are of the simplest possible kind, 
the moneylender himself may be unable to fill them up satisfactorily.. 
For though he is generally literate, he is very often insufficiently educated 
to understand a complicated form. 

478. These are the principal proposals which we have received for 
regulating and restricting the moneylender’s operations. "Whilst approv- 
ing of none of them, except on an experimental basis, we have nothing 
concrete to put in their place. The village moneylender himself re- 
quires education almost as much as the peasant. For the rest, the 
competition of the new credit agencies which we have suggested^ will 
in tlpe ordinary course of events compel him to reduce his rates, 
and mend his ways. 


p) Chapter III, para. 99. 


479. Miscellaneous recommendations. (1) Bills of e-xMange . — 
We have already explained that the most common method of recording a 
trade advance is an entry in the books of the lender and also of the 
borrower if he keeps accounts; and we have recommended that with 
the object of increasing the flexibility of the credit system indigenous 
bankers and joint-stock banks should co-operate to encourage the use 
of bills of exchange. It will be a long time before these can be intro- 
duced into rural areas. But their use, as also that of muddati hundis , 
can certainly be popularised in the towns. The establishment of a 
central bank should contribute to their increased popularity since it will 
extend the facilities for rediscounting. 

(2) Stamp duty . — We also suggest the reduction of the stamp duty. 
This at present is eighteen pies per cent.; and as the bills current in the 
market at the present time are generally payable at 61 days, the stamp 
duty works out at 9 pies per cent, per month or 9 annas per cent, per 
annum. This is high, and we therefore suggest that the duty on bills' 
payable within six months after date or sight . should be reduced to the 
level, of the duty on demand promissory notes; whist bills payable within 
six months after date or sight should be reduced to the level of the duty 
on demand promissory notes; whilst bills payable within 30 days should 
be treated as demand drafts, and become duty free. The average annual 
income from the sale of hundi stamps in this province for the triennium 
ending March 31, 19*29 was Bs. 7*2,525, and the loss to provincial re- 
venues entailed by this reduction may therefore be put at Bs. 70,000. 
We notice, however, that whereas the rates of non-judicial stamp duties 
have been increased considerably in many other provinces during the 
last 10 years, the rates in this province still stand at the original figures. 
They are accordingly 51 years old, and the Government can easily re- 
coup this loss by enhancing the duties in other directions. 

(3) Bankers’ association . — We strongly urge that a provincial 
bankers’ association be formed with branches in important towns, of 
which not only the joint-stock banks but the indigenous bankers should 
be members. The principal object of such an association would be to 
enable banks and bankers to arrive at a better understanding of their 
common problems and interests. 

(4! Minor recommendations. — (a) Joint-stock banks should allow 
indigenous bankers to overdraw for short-periods on the security of equit- 
able mortgages. 

[b) The central bank should have power to accommodate indigenous 
bankers by discounting their hundis either (1) at the same rate as joint- 
stock hanks if they undertake to maintain a minimum current account 
with the central bank, or.. (2) at a slightly higher rate if they do not. 
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(c) The proposed bankers’ association should take steps to collect 
information regarding the practices in. various markets relating to hund-is r 
and so far as possible to standardise them. 

480. Vernacular scripts . — (a) There should be no restriction;, 
whether legal or customary, on the use of vernacular scripts. An excep- 
tion is the sarrafi script, the use of which should be discouraged, unless 
existing variations in that script are abolished. 

( b ) Cheques and pass books should be issued in the vernacular as 
well as in English. 

(in) Co-ordination of credit agencies . 

481. The Reserve Rank . — We have now completed on pro- 
posals for the re-organisation of credit within the province. But 
the provincial credit system cannot be divorced from the country’s 
credit organisation as a whole, and we venture to indicate briefly, 
what, in our opinion, that organisation should be. At the top 
we contemplate that there should be some type of central bank, such as 
that recommended by the currency commission, whose primary func- 
tion would be to look to the currency and credit needs of India. Most 
of our witnesses are in favour of the constitution of such a bank. The 
bank should have power to expand and contract currency according to 
the demands of trade, and instruments of credit, like bills, should form a 
part of the cover of currency. There should be a branch of the bank 
in every province. Since it must necessarily assume control of all trea- 
suries, sub-treasuries and currency chests, it must have an agency or 
sub-agency in every district. We have already suggested that these 
agencies should be entrusted to responsible banks and bankers. But 
we consider it undesirable that any particular bank or banker should have 
the monopoly of its agency business. All banks will naturally keep an 
account with the central bank; so too, we hope, will all bankers. The 1 
smaller credit institutions, such as primary co-operative societies, will 
be linked to it through their own controlling institutions such as the 
provincial co-operative bank. Thus the central bank will be able to 
reach and assist even the smallest credit unit. 



PART V. 

CHAPTEE XII. 

Investment habit and attraction of capital. 

482. The “ banking habit” — The first step in the evolution of 
modern English banking was taken when the Londoners of the 16th 
'Century acquired the habit of depositing their surplus money and 
valuables in the charge of the city goldsmiths for safe custody, receiving 
in return a promise to repay on demand. The second step came when 
these goldsmiths’ clients, realising by experience that these promises 
to pay were as good as payment, began to pass the ‘ ‘notes, 5 ’ on which 
they were recorded, from hand to hand as if the notes themselves 
were money. The third step was taken when the goldsmiths dis- 
covered that, — partly as the result of the circulation of their own notes 
as money, — the deposits themselves remained undisturbed for long 
periods, and conceived the idea of using, with the consent of the 
owners, those deposits in their own commercial transactions. That 
was the final step,( l ) the step by which the goldsmith was changed 
from a capitalist into a banker; for “the distinctive function of a banker 
begins as soon as he uses the money of others.” ( 2 ) Thus the English 
“banking habit 55 came into existence. It depends entirely on credit. 
“Credit means that a certain confidence is given and a certain trust 
reposed . . . Credit is a set of promises to pay; will those promises 

be kept? Especially in banking, where the liabilities or promises to 
pay are so large and the time at which to pay them, if exacted, is so 
short, an instant capacity to meet engagements is the cardinal excel- 
lence. 55 ( 3 ) 

488. The banking habit in India . — Nothing resembling the bank- 
ing habit which exists in England at present exists in India, save 
where Indian financial thought has been affected by western influences. 
In ancient India, according to the Jatakas, the practice of depositing 
money or valuables for safe custody “with a friend 55 w T as not unknown. 
Even at the present day there are some who still regard the moneylender 
as the “ sahu ”, — the honest man — , and occasionally place their wealth 
in his care. But in ancient and modern times alike hoarding w r as the 
most common form of saving. Of the past, we read that “capital wealth 

(;) The invention of the cheque might be regarded as a fourth step ; but the 
cheque is in essence nothing more than an order to a banker to carry out his promise 
■of repaying a deposit on demand, and accordingly involves a change rather in method' 
than in principle, 

p) Ricardo, quoted in Lombard Street , 1917 edition, page 21. 

C) Lombard Street, page 22. 
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was hoarded either in the house — in large mansions over the entrance 
passage {char a kottahaka ) — under the ground, in brazen jars, and 
under thp river bank.”( 4 ) And at the present day, the average man 
usually insists on keeping his valuables in some secret hiding place, 
usually a recess in the wall or a hole in the ground, of which none but 
he knows the location. ( 6 ) No doubt the moneylender possesses a 
safer repository than his client, which, as is currently believed, he and 
his wife take turns in guarding all night; but does not the robber gang 
when looting a village invariably make first for the hernia's house? 
Again, the Indian is always ready to take up certain types of invest- 
ment. Merchant prince and peasant alike are willing to sink their 
money in the purchase or mortgage of land, of house property, of 
cattle, of standing crops and of trees, and also to lend money on the 
•security of such assets. They are willing, in short, to invest in any 
'security that they can both see and touch. But relatively few Indians 
in the towns, and atill fewer in the villages, would be willing to invest 
in any enterprise, however remunerative, so long as the only evidence 
of their investment was a piece of paper containing a “promise to pay”, 
— a promise, indeed, which most of them would be unable to read. As 
for a banking deposit, even if the client were willing to trust the banker 
with, his money, the banker himself would be unwilling to accept it. 
According to his own account, he regards such acceptance as derogatory 
to his dignity, as suggesting that his own resources were inadequate 
to his transactions. Relatively few Indian capitalists will receive 
deposits at all; those who will, usually set a term both to the amount 
and the period of the deposits 6 ) In short, our kothmal sarraf-s 
resemble those merchant princes of Venice and Genoa “who inherited 
nice cultivation as well as great wealth, and who to some extent com- 
bined the tastes of an aristocracy with the insight and nerve of men 
of business;” ( 7 ) and like them they are being pushed out “by the 
dirty crowd of little men.” 

In a word, even amongst the better educated population of the 
towns there is little of that confidence which is so essential to any 
banking system; amongst the illiterate and unsophisticated population 
of the villages it is entirely lacking. 

( 4 ) L. C. Jain, Indigenous Banking in India , page 8. 

(*) hi Jkis &abit of hoarding, he is by no means singular. For instance, nothin » 
but the misfortunes of the Franco-German War of 1870" “could have extracted the 
hoards of France from the custody of the French people,” says Ba^ehot in Lombard 
Street, 

( 6 ) cynic, however, suggests that thev refuse to accept deposits because tbev 

know that they would not get them if they invited them,— thus making a virtue ‘ of 
necessity. " & 

( 7 ) Lombard- Street, page 9. 



484. The influence of Government on the investment habit . — There 

is, however, one notable exception to this general rule. The middle 

class Indian, especially perhaps the Indian peasant, whatever* he may 

think of Government’s other activities, has complete faith in govern- 
ment’s financial probity. He will refuse to deposit his money in a 
joint-stock bank, or to invest it in commercial stocks and shares; but 
he is ready to deposit his money in a postal savings bank, or to invest 

it, according to his capacity, in a cash certificate or a government 

loan, because he knows both to be sarkari. Again, such success as the 
co-operative department has achieved is probably due in the main to 
the belief that Government stands behind the department. The 
failure of a co-operative bank or society causes all the greater dis- 
appointment, because in the peasant’s mind it implies that for some 
inexplicable reason Government has failed for once to carry out its 
promises. Finally, it may be doubted whether paper money would 
have passed as freely as it does at present, had the r “promise to pay” 
which that paper contains been the promise of a bank instead of 
government. ( 8 ) 

485. Movements of currency in the province . — Since the year 
1925-26 there has been throughout India a steady return of silver 
coin from circulation into the currency reserves.!' 9 ) The total return 
for all India up to the end of October, 1929, amounted to 5,3*21 
lakhs.! 10 ) On the other hand, government currency notes have been 
growing increasingly popular - as is proved by a slow but steady increase 
in their active circulation.! 11 ) It is clear, therefore, that all over India 
there is a general tendency for notes to replace silver as a medium 
of exchange. 

486. The position in this province- is in some ways peculiar. In the 
Cawnpore circle! 12 ) the return of silver began as far back as 1923-24, 
and must therefore have been uninterrupted since 1920-21, when the 
post-war return of silver began. Further, the return in this circle is 

C) No bank has issued notes in India since 1862. Previous to that the Banks cf 
Bengal, Bombay and Madras were allowed to issue notes, but they were not legal tender 
and their circulation was imperfect. In the case of the Bank of Bengal Government 
would only accept their notes in Bengal itself, but would neither cash nor re-issue them. 
In the North-Western Provinces (the present, province of Agra) Government refused to 
accept the bank's notes at treasuries. Findlay Shirras’ Indian Finance and Banking , 
1920, pages 286 ‘to 240. hwv kb.:' ' ;'g. = V v ' -.v-Ov 

C) There had been a similar return during the triennium 1920-21 to 1922-23. 
This, however, was due to special causes and forms part of the aftermath of the 
war, an explanation of winch is given in Findlay Shirras’ Indian Banking and Finance. 
pages ^14 to 18. 

( iC ) Figures supplied by the Controller of the Currency. 

( n ) For figures see the report of the Controller of the Currency, 1927-28, page 28 

0 2 ) Which, however, includes both Aj mere and Sambhar. 
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disproportionately large; for instance, during the period April, 1925, to 
October, 1929, the return was 2,391 lakhs or 45 per cent, of the all- 
India total. Again, during the two years 1927-28 and 1928-29 the 
return in the rest of India temporarily ceased, being replaced by a net 
absorption of 33 lakhs; but in the Cawnpore circle the return in those 
two years amounted to no less than 711 lakhs. It seems clear, there- 
fore, that the all-India tendency to substitute notes for silver is not, . 
by itself, a sufficient explanation of the facts observed in this province. 
There must also be some special local reason. 

487. One cause is probably the agricultural calamities of the period. 
In 1924-25 there were serious floods, which caused a great loss of pro- 
perty and nearly destroyed our canal system. The effects of these 
floods persisted in 1925-26. Thereafter for some eighteen months till the 
kharif of 1927-28, the province was comparatively prosperous; but from 
that date till October, 1929, one crop failed after another. The province 
was twice on the werge of a widespread famine, being saved on each 
occasion by timely rain in October; twice Government actually had to 
commence famine operations, though only to a small extent and in 
restricted areas. Finally, the province was visited by a plague of 

.locusts, from which it is even yet not entirely free. Yet in spite of 
the difficulties of the last six years, such revenue as was not remitted 
has always been collected without much difficulty; and especially in the 
crucial period between April and October, 1929, it flowed in with pheno- 
menal regularity. The question which puzzled the authorities was 
whence the money to pay the revenue was provided. It was almost 
entirely silver; and the only possible solution seemed to be that payment 
had been achieved by the liquidation of silver hoards. 

488. Since further investigation into the matter seemed likely to 
produce interesting results, we consulted the currency officers ( 13 ) on 
the subject, who kindly undertook to provide us for the period April 1, 
1924, to January 31, 1930, with figures showing the absorption or return 

, of both notes and coin through every currency chest in the province. 
These figures are interesting and important in more ways than one. 
They throw much new light on the general economic situation, both 
of the province as a whole and of individual districts, and that from an 
unusual aspect. We have, therefore, attempted a detailed analysis of the 
causes which affect the movements of currency in the province; and in 
view of the interest attaching both to the figures and the conclusions 

( la ) Our thanks are specially due to Mr. H. Denning, c.i.e., late Controller % of the 
Currency, who put us on the track of these statistics, and to Mr. J. B. Taylor, Con- 
troller of the Currency, and Mr. R. V. Trivedi, Currency Officer, Cawnpore. 

19 
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which spring from them, we have reproduced both in an appendix. 
Here we deal only with those conclusions W'hich are most <Jir ectly 
related to the objects of our present enquiry. 

489. Return of coin in June , July and August.— Over the province 
as a whole there is a large return of silver coin to currency during the 
three months June, July and August in any one year. This is the 
direct result of the large revenue payments which take place in May, 
June and July. The return is well-nigh universal. It occurs in every 
district except eight, of which four belong to the hills, where the cir- 
cumstances are peculiar; whilst the absorption in the other four 
amounts to only 10| lakhs in the entire period. The total return of 
silver in these three months during the six years 1924 to 1929 amounts 
to 1,9481- lakhs, or an average of 825 lakhs round in each year. 

490. Absorption of com in other months . — During the remaining 
nine months of the year, though 19 districts continue to show a return 
of silver, yet over the province as a whole there is a net absorption, 
which in the whole period amounted to 587 J lakhs, giving an average 
of 90 lakhs in each year. The average return of silver, therefore, in 
a full year is 235 lakhs. 

491. Absorption of notes . — Meantime, there is a steady absorption 
of notes, which goes on throughout the year, alike in the months of 
heavy revenue payments and in other months. Indeed, the absorption 
is rather larger in the former period than in the latter; the average 
figures are 82 lakhs and 77 lakhs per mensem respectively. The gross 
absorption, however, is reduced by the cancellation of returned notes 
which are no longer fit for circulation; and the net figure of absorption 
throughout the period was 2,180J lakhs, giving an average of 392 lakhs 
per annum. 

492. The position can now be summarised briefly thus. During 
three months of every year the province returns, mostly through pay- 
ments of revenue, an average of 325 lakhs of silver coin to currency. 
During the rest of the year it absorbs 90 lakhs of silver; and throughout 
the year it absorbs 392 lakhs of notes. In other words, for every three 
rupees of silver that it returns it absorbs nearly one rupee of silver and 
nearly four rupees of paper. It will be noticed that the total absorption 
is greater than the total return by nearly two rupees in eight. 

493. The conclusions to be drawn from these figures are clear. 
The people of this province, like the rest of India, exhibit a decided 
preference for paper to silver as a medium of exchange, and have been 
for some years engaged m the process of getting rid of the former and 
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acquiring the latter. They do absorb a certain amount of silver, but 
no' more than is necessary in a country where the daily transactions of 
the average man are too small to be carried out in any other medium. 
Divided over 48 districts, a sum of 90 lakhs means less than two lakhs 
per district. Divided over a population of 45,376,000 it means, almost 
exactly, 3 annas 2 pies per head. There can be no doubt, therefore, 
that' the province is merely absorbing, or rather re-absorbing, as much 
silver as it requires for its daily needs; and for the rest is now dealing 
entirely in fiduciary currency. 

494. ' The total amount of silver that has been returned in the 70 
months from April 1 , 1924, to January 31, 1930, is 1,361'J lakhs. The 
return of silver, however, has been going on since 1920-21. Assuming 
that the earlier return was at the same rate as the later, ( I4 ) we may 
put the figure for tljat period at another 9 crores, making a round 
sum of 23 crores from 1920-21 up to the present date. It seems im- 
possible to suppose that the whole of this merely represents return 
from active circulation. It must, to a certain extent at all events, 
represent a return from hoards, — liquidated for the most part with 
the deliberate object of replacing them by paper. 

r 495. So much at all events may be taken as certain, that the 
paper which is now replacing silver is not itself being hoarded, for 
which purpose it is too perishable; the average life of a note in active 
circulation is calculated to lie between 51: and 7-| months in the case 
of all notes up to Es. 100. E 5 ) There can be no doubt that habits are 
changing, that people are keeping less money than they did ten or fif- 
teen years ago, and are both spending and investing more. One cause of 
the growth in direct expenditure is the higher price level of the present 
clay; the high price of food grains brings more money into the pocket 
of the cultivator, the high price of other commodities forces him to 
spend, instead of hoarding it. Another cause, especially amongst the 
upper and middle classes, is the growing demand for certain modern 
luxuries , such as motor-cars and-. gramophones. The growth of the 
investment habit is indicated by the rise of that new’ type of financier, 
the tenant moneylender, who, according to the census figures, was 
comparatively rare even ten years ago; and till last year, it -was also 
indicated by the increased price of gilt-edged securities. 

496. It must be remembered, however, that there has always been 
heavy absorption of gold in India, where it is locked up either fo 

( u ) There is reason to believe that it was even larger. There was a time in 
1921-22 when Government had to complain of the enormous sums of silver that were 
being lodged in treasuries not large enough to hold them. 

( 15 ) Controller of the Currency’s report, 1927*28, page 29. 
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hoards or in jewellery, principally the latter, for changing fashions 
require it; and in recent years it has been considerably increased. In 
the year 1924-25 the net import was 73f crores, or very nearly double 
the highest figure previously recorded. This huge addition to India's 
gold has been attributed to a variety of causes, —the agricultural pros- 
perity which followed on four good harvests; the high prices of the 
commodities in which the agriculturist usually spends his surplus, and 
the low price of gold, coupled with a belief that though that price might 
rise, it could scarcely fall lower. Accordingly, all over India in 1924- 
25 people with surplus cash were buying gold merely because it was 
cheap, and though net imports have been considerably reduced in subse- 
quent years, yet according to a recent estimate India's stock at the end 
of February, 1930, was £585 million. ( 16 ) It is, of course, impossible 
to say how much of this gold was absorbed in the United Provinces, 
but we may safely assume that it secured its fair «share ; and if that is 
so, it is further safe to assume that a part of the fiduciary currency 
absorbed since 1924-25 has gone in the purchase of gold, and that conse- 
quently gold has to some extent replaced silver in the hoards of the 
province. 

497. Summary of the position in respect of investment and bank- 
ing . — It is now possible to summarise the general attitude of the people 
of this province in the matter of investment and banking. 

(1) A certain proportion of the people, which though still relatively 
•small is steadily increasing, have adopted the financial habits of 
the west in their entirety. They deposit their surplus cash in banks, 
pr invest them freely in government or commercial securities. They 
have in this matter little left to learn, though there is still much in the 
shape of additional facilities for investment which they require, and 
freely demand. 

(2) Amongst the rest of the population the habit of investment is 
much less developed. The average man, whether he lives in town or 
country, undoubtedly possesses the instinct of saving. But his methods 
of saving are of the primitive “stocking foot” type, and amount merely 
to hoarding. He is not averse to investment in principle ; it is lack of 
education which makes him both shy and suspicious, and the range 
of investments in which he is prepared to risk his money is small, — the 
purchase and mortgage of land, of house property, of cattle, of crops, 
or of trees, the pawning of ornaments and money lending make up the 


( 18 ) Leading article in the “Times of India” of May 3, 1930, quoting an article 
from the Economic Journal. India, however, holds less gold than the United States 
where the figure is put at .-£800 million. 
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most of them. He will have little to do with paper unless it be gov- 
ernment’s paper. He will not deposit his money in a bank unless it has 
government’s backing, such as the postal savings bank or the co-operative 
bank. In a word, he will invest only in securities of a visible or tangible 
kind, or with persons whom he both knows well and trusts, whether it be 
a brother cultivator or government. During the last few years he has 
abated something of his suspicion, as is shown by the fact that he now, 
actually prefers government’s paper currency to silver, and has actually 
for some time been breaking up silver hoards to secure the former. . It 
is true that he has almost certainly been buying and hoarding gold, but 
with gold as cheap as it was and likely to rise in price he can scarcely 
be blamed for what at the time was a sound investment. Judging from 
his recent ventures in silver we can feel little doubt that when the profit- 
able time comes that gold will come out too. Nevertheless, his general 
outlook, though broader than it was, is still extremely narrow. Especial- 
ly, he is shy of the ordinary bank; the many failures of recent years 
justify his caution, but they are not its only cause. He is used to the 
leisurely and comfortable methods of an eastern bazar : the mahajan 
sitting on a cushion on the floor, with his cash box beside him, his ledgers 
before him, and his safe in the wall behind him; the friendly chat that 
precedes business, the spirited discussion of terms, ended with a scrawled 
entry in the bahi-khata , a thumb-impression, and prompt payment from 
safe or cash box. Contrast with this the methods of a modern bank, — its 
long counter, its partitioned grill, its row of uninterested clerks, its 
invisible manager, suavely aloof from all but his most important clients. 
Is it strange that the peasant, accustomed to the cot and cushion of 
oriental business, is overawed by the plate-glass and mahogany of the 
West? 

498. The banking facilities in the province . — There are operating in 
the province 36 joint-stock or exchange banks with 98 branches and 10 
pay offices. A complete list of these banks and the places at which 
they are located will be found in the appendix to Chapter III. The dis- 
tribution by revenue divisions is as follows : — 


Meerut 


26 

Gorakhpur 

o* 

8 

Agra 


13 

Jhansi 

.. 

3 

Rohilkhand . . 


9 

Kumaon 

• . 

.. 8 

Allahabad .. 

. . 

19 

Lucknow 

. . 

IS 

Benares 

. . 

6 

Fyzabad 

. . 

.. 6 


The two western divisions and the divisions of Allahabad and Lucknow 
possess 76 banks as against 35 in the rest of the province, so that ffie 
distribution is extremely uneven. Apart from that, there are 16 districts, 
together with 18 towns with a population of over 15,000 and many 
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smaller towns, which possess no modern banking facilities at ail, save 
such as are in a few cases provided bv indigenous bankers working on 
modern lines. ♦ 

499. Capital of the joint-stock banks in the province . — We are 
indebted firstly, to some of the big banks themselves and secondly , 
to the income-tax department for supplying us confidentially ( 17 ) with the 
figures of capital invested by the joint-stock banks in this province. 
The income-tax estimates are based on the records for the year 1928-29, 
while the bank figures are as on 31st December, 1929. Combining the 
two sets of figures we estimate the capital of joint-stock banks invested 
in the province to be Es. 491 lakhs. 

500. Post office savings banks . — The number of post office savings 
banks is large. All head offices, all sub-post offices and some 
branch post offices possess them. Deposits and withdrawals by divisions 
in the year 1928-29 are as follows (to the nearest thousand) — 


Division. 


Deposits. 

Withdrawals 




Rs. 

Bs. 

Meerut 

♦ * . 

... 

46,08,000 

39,74,000 

Agra . . 


. . 

44,91,000 

43,65,000 

Bohilkhand 


. . 

42,16,000 

88,26,000 

Allahabad 


. . 

49,77.000 

30,28,000 

Jhansi 


. . 

13,70,000 

12,57,000 

Benares 


. . 

39,43,000 

36,13,000 

Gorakhpur 


.. 

* 22,02,000 

20-82,000 

Kumaon 


a m 

12,24,000 

12,02,000 

Lucknow 


. . 

43, IS, 000 

45,67,000 

Fyzabad 

.. 

•• 

39,73,0)0 

28,40,000 



dotal 

3,44,20,000. 

3,12,54,000 



In 1926-27 and 1927-28 the total deposits were respectively 
Rs. 2,82,39,000 and Es. 3,25,41,000; the withdrawals were 
Rs. 2,56,01,000 and Es. 2,73,96,000. It is clear, therefore, that both 
deposits and withdrawals are growing, though the figures of withdrawals 
in 1928-29 are possibly swollen by the general calamities of the year. 
The classes which principally use the post office savings banks are, 
(according to the evidence of postal officers themselves), government 
servants and servants of local bodies, railways', professional men, teach- 
ers, students; in fact the educated and middle classes generally. To 
these, however, must certainly be added a number of menials, whether 
in public or private service. At our request the postal authorities were 
g^od enough to classify by occupations some 10 per cent, of the savings 

(v) In justice to the department it should be stated that the figures supplied were 
v totals merely, so that there was no breach of confidence. 
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banks accounts in one of the largest offices in the province. The results 
of this classification show that out of 2,600 accounts only 400, or 15*3 
per cent., were rural; whilst of that figure a considerable proportion 
belong to persons whose habits of life are in reality urban, and who are 
only resident in rural areas by reason of their occupation, such as gov- 
ernment and railway officials, teachers and shop-keepers. The average 
annual figure of deposits over a period of three years is 313 lakhs; 
the average annual figure of withdrawals in the same period is 281 
lakhs. There is, therefore, always a balance in credit on the working of 
any one year. 

501. Post office cash certificates . — A post office cash certificate can 
be obtained wherever there is a post office savings bank. The rounded 
figures of issues and discharges during the two years 19*27-28 and 
1928-29 by divisions are as follows : — ( ls ) 


• 

Division, 

1927 

-28. ! 

1928-29. 

Issues. 

Discharges, 

Issues. 

Discharges, 




Rs, 

Rs, 

Rs. 

Rs. 

Meerut 

.. 

• • 

10,28,000 

6,07,000 

7.86,000 

7,13,000 

Agra 

M 

. . 

10,30,000 

5,27,000 

7,55,000 

3,28,000 

Bohilkhand , . 

. . 


8, 55,000 

3,08,000 

7,57,000 

6,52,000 

Allahabad . . 

. . 


13,54,000 

4,26,000 

12,25,000 

6,40,000 

Jhansi 



3,48,000 

1,98,000 

2,62,000 

8,03,000 

Benares 

• • 


9,33,000 

3, 67, COO 

7, 80, COO 

7, 52, COO 

Oorakhpur . . 

• ' 


6,26,000 

2,79,000 

5,65,000 

3,75,000 

Kumaon 

• • 


2,50,000 

1,41,000 

2,45,000 

2,27,001 

Lucknow 


, . 

11,93,000 

5,22,000 

8,79,000 

8,83,000 

Fyzabad 

- 

•• 

8,51,000 

2,69,000 

j 7,89,000 

8,85,000 


Total 

•* 

84,66,000 

36,44,000 

70,43,000 

-■'■y-v,'; "bv;; 

60,61,000 


According to the officers . of the postal department cash certificates 
are popular mainly amongst the educated classes — government officials, 
professional men, and to a much smaller extent amongst shop-keepers 
and monied men generally. 

( 1S ) It is necessary here to give the figures u£ two years, because the ^discharges 
•of 1928-29 were unusually high, principally, we imagine, because the five-year period 
was drawing to a. close, but partly also because that year was generally unfavourable. 
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502. Post office insurance fund . — The post office maintains an 
insurance fund which is open to all permanent government servants, 
whether gazetted or non-gazetted, to the temporary government ser- 
vants in certain departments, to the servants of local bodies, and to the 
permanent servants of all universities established by Government and 
under government supervision. The scheme includes (1) life insur- 
ance, i.e., the payment of a given sum of money on the death of an 
individual to his legal representatives or assigns; (2) endowment assur- 
ance, i.e., the payment of a given sum of money to an individual or his 
assigns at a certain specified period of his life or his legal representa- 
tives or assigns at his death, if death occurs before the specified date; 
and (3) monthly allowance; the payment of this may begin immediately 
or at some specified future date. The minimum and maximum, limits 
both in the case of life insurance and endowment assurance are res- 
pectively Es. 100 and Es. 10,000. The latter is payable at 45 or any 
subsequent age. The limits of the monthly allowance are respectively 
eight annas minimum and Es. 50 maximum. 

Insurance and assurance premia are paid monthly. The monthly 
allowance is secured either by payment of money in a singly sum, in 
which case the allowance commences at once; or payment of a stipu- 
lated number of monthly instalments extending over a period of at 
least five years, in which case the allowance commences after the ex- 
piration of that term. 

The number and value of the policies taken out during the three- 
years 1926-27 to 1928-29 are as follows.: — 

Year. Number of policies. Value of policies. 

' Es. 

1926 - 27 .. .. .. 625 15 , 38,000 

1927 - 23 .. .. .. 695 17 , 15,800 

1928 - 29 .. .. .. 599 14 , 21,300 

The average value per policy amounts to Es. 2,380. 

It has been suggested that the scheme might be extended to the 
general public. Pew, if any, of our witnesses, however, have men- 
tioned the subject. We shall refer later to the possibility of extending 
it as suggested. ■ 

503. Purchase and sale of securities.- — At present there is no stock 
exchange in the province; and some experienced witnesses recommend 
that one be instituted, to facilitate dealings in the stocks and shares of 
companies incorporated in this province, which are. not obtainable in 
any other market. They admit, however, that there is not at present 
sufficient business to justify such institution, and that the joint-stock 
banks afford all the facilities that are at present required, or, at al! 



events, all the facilities which the banks themselves command; for the 
banks cannot supply securities which are not obtainable on the stock 
exchanges of Calcutta or Bombay. There appears at present to be 
neither need, nor strong demand, for a stock exchange. Meantime r 
investors can buy or sell securities, whether government or commercial, 
through the agency of a joint-stock bank, which usually charges a small 
commission, not exceeding four annas per one hundred rupees, in addi- 
tion to the brokerage charged by the stock-broker employed by the bank 
to carry out the deal. It is also possible to obtain government securi- 
ties through the agency of the post office, but only to a limit of Es. 5,000 
per annum in each individual case, apart from new issues, regarding 
which there is no limit. 

504. Adequacy of existing facilities for investment . — Taking the 
province as a who\e, the existing facilities for saving and investment are 
undoubtedly inadequate. The post office throws its net wide; and, 
indeed, we doubt whether it could safely throw it much wider. Some 
witnesses advocate extending savings bank and cash certificate work 
to every branch post office. They forget, however, that where a branch 
office does not already carry out this work, it is probably located in 
some small private house in a remote village, where it would be imposs- 
ible to ensure safe custody of the monies received in such operations. 
As has already been pointed out, banking facilities for the province as a 
whole are both unequally distributed and inadequate. There are large 
tracts which possess no bank at all, whilst even where they do exist, 
they generally serve only the urban area in which they are situated 
and a restricted rural area around it. Lastly, the facilities for investing 
in stocks, shares and securities of all kinds, which are possibly adequate 
for the classes likely to interest themselves in such investment, are for 
the vast majority of the population so greatly restricted as to be almost 
non-existent. In terms of population it may be said that out of 45| 
millions of people, possibly 2J millions have all the investment facilities 
they require. The rest of the population must be content with such 
facilities as the post office affords, and with moneylending in its various 
forms. 

505. Facilities for remittance , — Eemittance in its literal sense 
means the transmission of money from one place to another; in its 
technical sense it also means any device that avoids actual transmission 
of money. In a well-organised banking system, where the mobilization;, 
of capital is controlled by a central authority, these devices a'fe so 
numerous and so effective that actual ‘‘remittance’ ’ is practically con- 
fined to till-money. In this province, however, where banking facilities 
are inadequate and unorganised, where capital is broken up into unequal 
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holding's, each controlled by an independent capitalist, remittance be- 
comes a matter of first-class importance. 

506. The actual transmission of money, whatever the means of com- 

munication or the conveyance selected, always involves both consider- 
able risk and considerable expense. It can only be justified if it is 
unavoidable, — if the transfer is from a place where the money is unsafe 
to a place where it is safe, or from a place where it is not wanted to a 
place where it is wanted, and cannot be otherwise obtained. There are 
still many places in the province where the only manner of obtaining 
cash is to import it. There is, indeed, one- method of transmission 
which is neither risky nor expensive, namely, transmission of notes 
and coin by insured post, the charge for which is only two annas per 
one hundred rupees in addition to the registration and postage fees; 
but the amount that can be thus sent by post is limited to Es. 3,000 
■ per' parcel. ** 

507. There are many devices by which the actual transmission of 
cash from one place to another can be avoided — the cheque, the hundi , 
the bank draft, the money order, the currency transfer and the supply 
bill. Where there are clearing house facilities, the use of a cheque 
avoids not only the transmission of money from place to place, but its 
passage from hand to hand; where there are no such facilities, the payee’s 
bank at the place of destinatipn has to collect money from the agent or 
representative of the drawer’s bank in that place. The hundi in its 
simplest form exactly resembles the cheque, save that the person who 
is ordered to make the payment is not a bank. All other methods of 
remittance, whilst avoiding the transmission of money from one place 
to another, involve the passage of money in both places. For instance, 
the Hapur merchant who wishes to make a payment in Cawnpore will 
pay the sum due to a bank in Hapur; that bank’s agent or representa- 
tive in Cawnpore on receipt of the bank draft will pay the money to the 
recipient. The procedure is precisely the same in the case of a money 
order or a supply bill, save that post offices or treasuries take the 
place of the banks. The only difference between a telegraphic trans- 
fer and a bank draft, or a currency transfer and a supply bill, is that 
the former in each case is sent by wire and the latter by post. 

508. A * ‘remittance facility” is a saleable commodity; anybody 
may buy it, though only comparatively few are in a position to sell it. 
- And being a saleable commodity it has its price. That price is made 
up of two elements. There is, firstly , the cost of transfer, which the 
purchaser* of the remittance has to pay to or receive from the seller. 
There is, secondly , the interest on the money transmitted during the 
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period of transit, which obviously benefits the seller, since he enjoys the 
use of the money between the time w 7 hen he receives it from the pur- 
chaser and the time when his agent at the place of destination pays it to 
the recipient. The price of a remittance facility, therefore, is usually 
the difference between the cost of transfer and the interest for the time 
of transit. In practice, however, the rates are generally fixed, save that 
in the case of a telegraphic transfer or currency transfer the telegraphic 
charge is added. 

509. Remittance agencies . — (1) The Imperial Ranh of India . — 
The rates charged by the bank differ according to circumstances : — 

(a) When the purchaser is a member of the. public and the 

transfer is from one branch of the bank to another, the 
rates are | per cent, on sums up to a thousand rupees, 

-J per cent, on sums between a thousand and ten thousand 
rupees, ana .m per cent, on sums above ten thousand 
rupees. 

(b) If another bank wishes to purchase remittance through the 

Imperial Bank to a place where the purchaser has no 
branch, it pays the usual rates, mentioned above. 

(c) Where a bank purchases a transfer from one of its branches 

to another, the rate in the case of sums above ten thousand 
rupees is reduced to 4$ per cent. 

(cl) The bank is also prepared to purchase Ivundis and telegraphic 
transfers from other banks and from the public, but it is 
cautious in accepting such business since it involves the 
risk of non-payment at destination. In this case the 
rates vary according to the standing of the client. The 
maximum rate is said to be | per cent., but it is often much 
less. 

(e) The Imperial Bank is also willing to accept bills for collec- 
tion, receiving payment at destination and subsequently 
making it over to the -bill collector. The charges are 
the same as in the case of the purchase of hundis. 

(/) The competition with another bank occasionally compels the 
Imperial Bank to reduce its rates. Except as described 
above, however, it gives no preference to banks or to indi- 
genous bankers. 

C2) Commercial banks .—Exchange and joint-stock banks also buy 
and sell remittance. Their rates vary from client to client and also 
depend on market prices. Where they have to face competitfon with 
the Imperial Bank, they usually charge the same rates; elsewhere their 
charges are often higher 
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(3) Indigenous bankers. — The} 7 buy and sell hundis; their rates 
depend upon supply and demand, but nowhere exceed the rates charged 
by banks. When the market cannot supply their requirements, they 
obtain what they need from commercial banks. In one respect their 
methods are different from those of banks. A bank would rarely if 
ever resell a bill which it had purchased in the market, except to another 
bank which had a branch in the place of payment. An indigenous 
banker, on the other hand, would often do so, even if he have a branch 
or agent at destination. 

(4) Merchants. — To the agencies mentioned above, the purchase 
or sale of remittance is merely a financial operation out of which they 
derive profit. To the merchant, however, the purchase or sale of re- 
mittance is necessary to enable him to meet his obligations. It is his 
requirements which determine the market rates, which according to 
circumstances may be in favour of the buyer or of the seller, ranging 
from | per cent, discount to J per cent, premium. The hundi is in the 
long run the cheapest form of remittance, since it is usually available at 
or below par, and the only other charge which the buyer ever has to pay 
is the dallaVs brokerage, which varies between and per cent., 
as against the bank’s commission of -J- per cent. 

(5) Post office. — The principal importance of the post office as a 
remittance agency is that it exists in many places where no other such 
agency is found. It issues both money orders and sterling postal orders. 
The rate on the former is exceedingly high, — the minimum is one per 
eent.( 19 } The cause is said to be historical, for the rates date back to a 
time when bank remittance facilities were few, and the hundi rate was 
at or near 1 per cent. The rate on the sterling postal order is one anna 
on any value up to 2s. 6 d. 9 1J annas on any value from 3s. to 15s., and 
two annas on any value from 15s. 6 d. to 21s. For example, at 18 d. 
to the rupee, the charge on a 20s. postal order is exactly half the charge 
on a money order for its rupee equivalent; and as British postal orders 
sold in India are payable at any inland post office, it is not surprising to 
hear from a member of our committee that lie himself often uses a 
sterling postal order for payments in India instead of a money order, 
and that the practice is not uncommon. The total value of money 
orders issued in 1928-29 was Rs. 8,67,59,000, and of money orders paid 
was Bs. 13,85,28,000. 

510. Treasuries , currency chests, and supply bills. — The money 
held in a government treasury consists of two parts. The first is the 

( 19 ) The exact rates are, on any sum not exceeding Rs, 10 two annas, on any 
stim exceeding Bs. 10 bnt not exceeding Bs. 25 four annas, on any sum exceeding Bs. 25 
four annas for each complete sum of Bs. 25 and four annas for the remainder, provided 
that if the remainder does not exceed Bs. 10 the charge is only two annas. This is 
equivalent to 1J per cent, on Rs, 10, 1 % per cent, on Rs. 15, 1J per cent, on Bs. 20 
1 per cent, on Bs. 25. 
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* ‘treasury balance,” from which Government’s disbursements are made 
.and -into which government receipts are paid. The second is the 
“currency chest” balance, which consists of notes which are not “in 
circulation” and of coin which forms part of the metallic reserve held 
against the issue of notes, and known as the paper currency reserve, ( £0 ) 
In theory, the primary object of these chests is to enable the public to 
‘exchange coin for notes, or notes for coin, without disturbing the note 
circulation; for a deposit of coin means an addition to the metallic re- 
serve, which makes possible an additional issue of notes, whilst a deposit 
of notes means their withdrawal from circulation, which makes it possible 
to release a part of the metallic reserve in lieu. In practice, however, 
such exchanges are made from the treasury balance in the first place, 
.and the chest is used only when the proportion of notes or coin in the 
former has become inconveniently large. At the present time the 
principal functioju of the currency chest is to facilitate remittance without 
actual movement of coin. “A transfer of money (notes or coin) is made 
•between the treasury balance and the currency chest at one place in 
consideration of the same amount being transferred at another place, 
either between the currency chest and the treasury balance, or between 
the currency chest and the Imperial Bank of India. ”( 21 ) Bor instance, 
if in a surplus treasury such as Gorakhpur there are either notes or coin 
in excess of the treasury’s needs, and the Basti treasury at the same 
•time has run short of either notes or coin, then the latter treasury can 
supply its needs from its currency chest, provided that the former 
treasury transfers an equivalent sum of either notes or coin to its 
currency chest. ( 22 ) It is also possible to transfer currency of any kind 
from one chest to another; such a remittance, though it involves move- 
ment of notes or coin, avoids disturbing either the treasury balance or 
the circulation, and also thq locking up of government funds in transit. 
In both cases the remittance is on Government account; but in certain 
■circumstances the treasury balances, or the currency chest, can also be 
used for trade remittances by means of a “supply bill” or (if it is 
•desired to carry out the transaction by telegraph) a “currency telegra- 
phic transfer.” The applicant pays the amount required at the 

( 2W ) Under the Indian Paper Currency Act, 1928, -as amended by the Currency 
Act, 1927. The coin may be either rupees, silver half rupees or gold. Resource Manual, 
.Article 6. 

( al ) Resource Manual, Article 114 (6) (one misprint has been corrected here) 
There are four other types of remittance mentioned in this article besides the two 
described. Of these, one is similar to the first of the latter two, and describes the pro 
cedure where the treasury balance is kept in the Imperial Bank ; the other &hree relate 
■to transfers between treasury and treasury, or treasury and Imperial Bank. 

( 22 1 A transfer of notes at one treasury may be balanced by a transfer of coin 
-.at the other without disturbing the note circulation; the explanation is the same as that 
given in the case of exchanges by the public. The opposite payment is usually made 
at Cawnpore. 
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treasury of despatch : the payee, on receipt of the bill or of a wire inform- 
ing him of the transfer, draws the money from the treasury of destina- 
tion. There is a charge of T V per cent, for amounts of Es. 10,000 
and over, and of § per cent, for amounts of less than Es. 10,000; in the 
case of the currency transfer the telegram charge must also be paid. 
Save when the remittance is sent to one of the seven pla-cesC 22 ) where 
currency offices exist, the treasury officer before issuing one of these 
documents must obtain the previous sanction of the Deputy Controller 
of the Currency, who may, however, grant a general sanction to “cover 
the issue of a number of currency transfers or supply bills to the same 
person up to a certain limit of amount over a certain period.” ( 24 ) Such 
documents can only be issued at or on a sub-treasury in special circum- 
stances and under special instructions from the Deputy Controller. The 
minimum amount for a supply bill is Es. 1,000, for a currency transfer 
Es. 5,000. 

511. Defects in the system of remittance . — Even where ample 
facilities for remittance exist the system is defective. Firstly, where 
there is no competition between banks the cost of transfer is high; 
where there is, the Imperial Bank has an advantage in its control of the 
currency chest. Secondly, compared with the cost of other forms of 
remittance, the charges for money orders are unduly high. Thirdly , 
the difficulties in the way of obtaining a currency transfer or supply 
bill greatly reduce their utility. The most important defect, how- 
ever, is that there are still many places with practically no remittance 
facilities at all. This is a point which many of our witnesses have brought 
out strongly. As an instance, we mention the case of Firozabad , a 
small town in the Agra district, which is the centre of the manufacture 
both of glass and glassware. Large sums of money are required in the 
place for the payment of wages, the purchase of glass by the artisans 
from the manufactory, and of glassware from the artisans by the middle- 
men. There is no bank. A sub-treasury exists, but supply bills can- 
not usually be made payable on sub-treasuries. The only remittance 
agency, therefore, is the post office, and the amount that can be remitted 
by money order is limited. The result is that large sums of money 
have to be imported by rail; but . the amount that can thus be imported 
is limited, unless the importer is prepared to pay a high insurance rate 
' (one per cent.). It is not surprising that the witnesses from that place 
have much to say on the subject of remittance. 

’512.' The cheque habit . — The growth of the cheque habit has been 
seriously retarded by the illiteracy of a large majority of the population. 

(“) Bombay, Calcutta, Cawnpore. Karachi, Lahore, Madras and Rangoon, 

( !1 ) Resource Manual, Article 159 (c). 
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Another difficulty which stands in the way of its expansion is the 
objection of most joint-stock banks to the use of vernacular scripts. 
Any person presenting a cheque written in vernacular for encashment 
must either be identified to the satisfaction of the bank authorities or 
must fill in or endorse the cheque in the presence of such an authority. 
The peculiarities of the scripts themselves explain these objections. 
For instance, in written Urdu vowels and diacritical marks are usually 
omitted and. letters are run together which ought to be kept separate, 
with the result that written Urdu is almost a shorthand. CO Written 
Nagri should be sufficiently legible since all letters are written below 
a thick line and must be separately formed. On the other hand, the 
letters themselves are often complicated and when they are written 
quickly it is sometimes difficult to say where one letter ends and another 
begins. In some variations of Nagri, too, such as Mundi , the upper 
line is often omitted and the letters are run together, and in the com- 
mercial world the script is generally some such variation of Nagri. 
Nevertheless it should be possible to devise means of relaxing the 
present restrictions on the use of vernacular scripts in writing cheques,, 
though it might indeed be necessary to insist on the use of English 
numerals. 

513. The stamp duty on cheques . — Two or three years ago the stamp 
duty on cheques was abolished with the object of fostering the growth 
of the cheque habit. Our witnesses agree that the concession has had 
the effect of increasing the number of cheques actually used in making 
payments, thereby reducing the use of currency for this purpose, but it 
has not led to any appreciable increase in the number of accounts. This, 
we suggest, could scarcely be expected. The opening of an account 
depends upon the existence of the banking habit , and the concession was 
not sufficiently important to induce persons who do not already possess 
that habit to acquire it. The increased use of cheques, however, has prob- 
ably afforded a certain stimulus to the growth of that habit. 

514. Acceptance of cheques in payment of government dues —It 
has been suggested that were government to accept freely cheques 
in payment of its dues and also to make its otvn payments by cheques 
the result will probably be an increase in the opening of accounts. So 
far as the acceptance of cheques by government is concerned, the 
position is as follows. Government will accept at its treasuries a cheque 
on any bank which would be accepted by the Imperial Bank of India, 
provided that the treasury is at a place where government fund# are 
actually held by the Imperial Bank. The result of these regulations 
is that government will not accept a cheque on any bank at 31 treasuries 

( 25 ) Written Urdu is generally known as shiqast , literally broken. 
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.■out or 47, or at any sub-treasury ; whilst even at the remaining 16 
treasuries government will accept cheques on only a very limited num- 
ber of banks. We have no doubt whatever that if government could 
see its way to relax these restrictions the result would be a considerable 
increase in the number of banking accounts. We know of landlords -who 
actually have accounts, yet thanks to the regulations are precluded from 
using them for payment of land revenue or other dues to government. 
Such men must either pay the high money order fee or incur the 
trouble, risk and expense of transmitting cash to some outlying tahsil . 
Yet they certainly would use cheques for government payments 
if they could, and we cannot doubt that others who do not at present 
possess banking accounts would gradually open them. 

515. Use of cheques for government payments . — Since April. 19*26, 
it has been the practice in this province to make the great majority of 
all government payments by cheque. The only important exceptions are 
payments of pensions and of interest on government" securities. Every 
creditor of government, whether he be an official or non-official, is 
paid by a cheque drawn on the treasury or the Imperial Bank which 
he can pass through his banking account if he possesses one, like any 
other cheque. If he desires it his cheque will be sent direct to his bank 
whether the bank is in the district he resides in or not. There is no 
doubt that this system has caused an appreciable increase in the number 
of banking accounts. Enquiries made in one of our largest pay offices 
show that the number of officers whose cheques are despatched direct 
to banks is larger than it was in 1926. Again, soon after the scheme 
first came into operation, complaints were received from certain officers 
who were constantly on tour in rural areas that the receipt of their 
•cheques was greatly delayed because they followed them from one 
-branch post office to another. The accounts officers suggested to them 
that they could avoid this difficulty by opening banking accounts, and 
subsequent experience showed that many did. There can be little 
doubt, therefore, that the free use of cheques by government in payment 
of its dues, which is a peculiarity of the accounts system of this prov- 
ince, has had a certain effect in fostering the banking habit. 

516. Distribution of capital.— The capital available in the province 
is most unevenly distributed. It is broken up in holdings of all sorts 
and sizes, from the hundreds of the little village bania to the millions 
of th e kothiwal sarraf. It is held in all sorts of repositories —the 

- villager’s earthern pot buried in a hole in the ground, the mahajan's safe, 
the raja’s toshakhana , the bank’s vault, and the government treasury. 
It is owned by capitalists of every description, from the Chamar labourer 
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and the petty cultivator to the landed magnate and the big city mer- 
chant, — nay, even the Hindu deity, whether he be the godling. of a 
village shrine or a major god in a Benares temple. A good deal 
of it is active, but only in its own restricted circle; it is not like English 
♦capital which, in Bagehot’s phrase, “runs as surely and instantly where 
it is most wanted and where there is most to be made of it, as water 
runs to find its level. ”( 2C ) Even at the present day a large part of this 
capital is dormant : some, because its owners will only use it in specific 
ways and are distrutful of or prejudiced against, other forms of investment 
some, because it belongs to orthodox Muslims who, for religions reasons, 
decline to accept interest : some, because investments are not available. 
A certain amount, (notably that which belongs to Hindu temples and 
shrines), is not only dormant but well-nigh dead, being dedicated to reli- 
gious purposes. Further, if proposals that we have made in other 
chapters ever come* to fruition, — if the agriculturist can be taught to 
give up unproductive borrowings, if, when credit becomes cheaper through 
the activities of the Co-operative department, less capital is wasted on 
the payment of debt charges themselves, — then a part of the capital 
that is now in regular though wasteful use will become available for 
more profitable investments. The question is how to mobilize all this 
spare capital for the ultimate benefit of the country. 

517. The needs of various classes of potential investors . — Before any 
reply can be given to this question, it is necessary to examine the 
needs of the various classes w T ho possess it, and their special prejudices 
and idiosyncracies in the matter of investment. 

(1) The small investor. — Few villagers have ever much capital to 
spare; what they have they at present prefer to utilize in lending to 
fellow-villagers. Such a man is never likely to be attracted by any 
type of commercial bank. Firstly , even if banks were so multiplied 
that a branch existed in every tahsil headquarters, the depositor w T ould 
often have to travel a long distance to obtain money, of which as a rule 
he would only require a small amount on each occasion. In such cir- 
cumstances, he would naturally prefer to keep his money in his own 
possession. Secondly , he is uneducated, and accordingly incapable cf 
making use of the cheque system as a method of payment, whilst his 
ordinary transactions are in any case too small to require it. Thirdly , 
he is generally an agriculturist who, by the nature of his business, is 
■compelled to work largely on credit. He would , therefore, invariably 
regard a bank rather as an institution from which he could conveniently 
borrow, than as one to which he could profitably lend; but Ins security 


( ae ) Lombard, Street , page 12. 
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is one that no ordinary bank would accept. What has been said of 
the small rural investor is, mutatis mutandis, equally trye of the* 
small urban investor. In his case, too, lack of education and the 
smallness of his daily transactions prevent him from depositing money 
in a bank; he, too, is in frequent need of credit ; he, too, has few 
assets which a bank would accept as security. The problem of the 
small investor can only be solved by the development of the investment 
facilities which he already possesses, namely, the co-operative credit 
society, the savings bank, and the postal cash certificate. 

(2) The rural monied class. — The village mahajan, the wealthy 
landlord, or the prosperous tenant all have certain reserves available for 
investment, partly acquired from agriculture, partly from subsidiary 
occupations of which money lending is the most important, partly from 
subsidiary sources of income, such as the remittances of friends or 
relations. As a class they have a certain knowledge of the modern 
commercial world, acquired mainly through their connexion, in the 
guise of beopari , with the grain markets of their neighbourhood. For 
instance, many of them must have some sort of acquaintance, however 
distant, with the dealings and methods of the joint-stock banks operat- 
ing in those markets. They also utilize their capital, but only in certain 
specific types of investment, or those which they know or believe to be 
backed by government. But they must often have capital to spare, 
especially in good years, — which capital, if it proves possible to re- 
organise agricultural credit, is likely to increase in the future. Some 
would absorb them and their capital in the co-operative credit society 
or bank, — a proposal full of difficulties which is considered elsewhere. ( 2T ) 
A more suitable outlet for their money would be the land mortgage 
bank which we have recommended. Though many of them, we fear, 
are likely, for a long time yet, to remain distrustful of joint-stock banks 
in particular, and of any investment save those to which they are 
accustomed, yet it should be possible, amongst the more enlightened, 
to draw a part of their capital into the bank’s coffers, provided that 
that bank is available to such investors on the spot; and if that can h& 
done, then, through the agency of that bank, such capital will also* 
be attracted to investments in government or commercial securities, and 
so into the principal money markets of the country. 

(3) The urban mercantile community . — The urban mercantile com- 
munity are well acquainted with all the modern methods of investments 
arid have at their command all facilities for such investment as already; 
exist. All that they require is expansion of those facilities/ both in 
icspect of remittance and credit* though principally the former. 

D Chapter V. 
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(4) The 'private capitalist. — This term, for want of a better, may 
be used a§ including that class of monied person,— the pensioned official 
or the professional man, — who while possessing capital is engaged in: 
no business that requires its use; the class, in short, which above a If 
others has money available for long-term investment. Their needs 
vary according to circumstances. Some private capitalists fall in this; 
respect in the same category as the rural monied class, some in the 
same category as the mercantile community; and their needs r 
therefore, require no special consideration. It is perhaps this 
class which uses most freely the facilities provided by joint-stock banks-*. 

518. Proposals for the attraction of capital . — We have now exa- 
mined the habits of various classes of people in the matter of saving and" 
investment. We have noted that whilst a small minority are, in both 
directions, ready to make use of all the modern facilities available to them,, 
the great majority still have little confidence in any repository of capital 
which is not under their immediate supervision; or in any financial 
enterprise, unless they can watch its working, or unless they know or 
believe it to be backed by government. On the other hand, we have also> 
noted an increasing confidence in Government’s paper money coupled 
with a readiness to break up silver hoards, which, however, is probably 
set off to some extent by additions to gold hoards. We have described 
the existing facilities for investment in the province, and for the mobili- 
zation of capital by means of remittance. Finally, we have examined 
the existing distribution of capital and the needs of various classes of 
investors for further facilities. On the basis of this discussion we now 
offer proposals for modifying or expanding existing investment facilities, 
which, we hope, will, on the one hand, satisfy the investor’s various 
needs, and, on the other, have the effect of attracting capital, which 
is at present either not used at all or unprofitably used, into more re- 
munerative channels. 

519. Post office facilities . — (1) Savings bank and post office cash 
certificates . — We have received evidence from a large number of postal 
officers on the question of making the savings bank and the cash certi- 
ficates more attractive. The proposals may be summarized thus. 

With respect to the savings bank, a large majority of postmasters: 
and superintendents of post offices suggest — 

(a) that the present annual limit of Bs. 750 for deposits should 

be raised to figures varying between Bs. 1,500 and 
Bs. 5,000; 

(b) that the rate of interest should be increased to rates varying 

between 4 and 6 per cent; 
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whilst one superintendent suggests a rate higher than that allowed 
by the joint-stock banks. With the second proposal we find ourselves 
unable to agree. The limitations imposed on withdrawal mean that a 
savings bank deposit is to some extent fixed, which is the justification for 
paying interest; but there is no reason why Government should pay for 
■deposits, which are also, to some extent, of a current nature, rates of 
interest higher than a bank -would pay on a deposit that is entirely fixed. 
We see, however, no objection to raising both the annual limit and the 
maximum total to a reasonable amount, not exceeding double the present 
figures. We doubt whether this change would appreciably affect the joint- 
stock banks, for the class of investor which will use the latter is entirely 
different to the class of investor which will use the former. So far as 
the main money market is concerned, the increase would make no 
difference : for whether the money is located in a joint-stock bank or in a 
savings bank, it would always be available, — in tlfe latter case through 
the reserve bank, if one is instituted, or the Imperial Bank. 

(2) With respect to post office cash certificates, the proposals of 
the post office authorities are as follows : — 

(a) That interest should be allowed from an earlier date than 
the end of a period of one year which obtains at present. 
Opinions vary regarding the date. Some officers say that 
interest should run from the date of issue, some from 
month to month, some from three, and others from six 
months after the date of purchase; 

(h) that the maximum holding for one depositor should be raised 
to figures which vary between Rs. 20.000 and Rs. 40,000. 
(c) fhat the selling prices should be reduced, which amounts, of 
course, to an increase in the interest. 

We do not recommend any of these proposals. Indeed, we should 
be more willing to see the rate of interest reduced, in conformity with 
the deposit rates of banks, than increased; for there can be little doubt 
that the present rate is sufficiently attractive to create a certain competi- 
tion between Government and the banks. ( 28 ) The maximum we con- 
sider sufficiently high, since the investor who has larger sums than that 
maximum to place can always do so in government or other securities. 
We have, however, three minor changes to recommend — 

(a) that the agency of joint-stock banks and of indigenous bankers 

working on modern lines, should be used on a com- 
c mission basis to sell certificates ; 

(b) that up to the maximum limit in any one case, the certificate 

should be made negotiable. A transfer from one holder 

( 3S ) Our witnesses differ regarding the desirability of this competition. Perhaps 
it is fair to say that the investor regards it as healthy,' the banker does not. 
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to another should be registered in any post office without 
charge. The main advantage of this change would be to 
make it possible to use postal cash certificates as security 
for a loan. 

(c) that there should be no maximum limit on the number of cer- 
tificates held by a bank as the result of such transfers,, 
provided that they are held by way of security and that a 
declaration to that effect is signed by transferor and trans- 
feree at the time of transfer. 

520. At the same time, we consider that these certificates are not 
as well known, and, therefore, not as popular as they should be. In 
this respect we mention the recommendations of the postal authorities 
as follow’s : — 

(a) Free distribution through postmen of vernacular leaflets and 

notices ^explaining the advantages of the certificate; 

( b ) free distribution of the rules governing cash certificates in 

vernacular as well as English ; 

(c) the exhibition of vernacular posters in all principal places 

of resort, both in towns and villages, e.g., bazars, railway 
stations, hotels and the houses of patwaris, schoolmasters 
and zamindars ; and 

( d ) personal propaganda through postal officials of all grades, and 

also through district and village officials, — with the very 
important proviso, that no coercion be used.( 29 ) 

We consider that these recommendations are all sound. To the 
various methods of advertisement, we are inclined to add a freer use of 
the cinema. 

521. Money order charges. — We regard the present money order 
charges as indefensibly high. We have already pointed out that many 
already use the sterling post, office order in lieu of a money order. We 
also further point out that it is actually cheaper to remit full notes by 
insured post, than.it is to remit money by money order. The rate, 
in our opinion, should not exceed double the Imperial Bank rates for 
remittances, which are given in paragraph 509 above. There will, 
no doubt, be a certain loss of revenue, but we fancy that it will be largely 
counterbalanced by increased business; whilst by reducing the temptation 
to send notes or coin by insured post, movements of cash will pro tanto 
be avoided. 

522. In this connexion we are inclined also to recommend the intro- 
duction of a rupee postal order of the same type as the sterling postal 

( 2r ) There are other minor recommendations which will be found in the evidence of 
postal officials in volume III. 
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prefer. Dnr object here, however, is not so much to cheapen 
remittance as to familiarize the people with the use of an “order to 
pay” which, in all essentials, resembles the bank cheque, save that 
that order is addressed to a postmaster instead of a banker. 

§23. Two other suggestions for developing the remittance facilities 
provided by the post office have been made to us by experienced wit- 
nesses, 

(a) The post office cheque account. — The depositor places in the 

post office a limited sum of money, on which he is allowed 
to draw a limited number of cheques, usually one or two 
per week. No interest is paid on the account, and no 
overdraft is permitted. These cheque accounts are said to 
be popular in Germany, where they have been of appreciable 
assistance in the task of improving remittance and credit 
facilities. « 

(b) The issue of travellers 9 letters of credit . — There is much travel- 

ling in India, not only on business, but in connexion with 
marriage ceremonies and pilgrimages. Many travellers of 
this description do not deal with banks, and at present have 
to carry undesirably large quantities of cash on their travels. 
A letter of credit would make this unnecessary. There is, 
of course, a certain danger of fraud, but the provision of a 
specimen signature and a photograph, as on passports, would 
greatly reduce it. 

We are inclined to support the former recommendation, provided it 
is restricted to places where no bank or indigenous banker working 
on modern lines exists. The latter should prove of considerable use 
in the circumstances described; whilst both will have the effect of accus- 
toming the people to the idea that paper in certain circumstances is as 
good as money. The fact that both schemes will be managed by a 
government department should secure the necessary confidence. 

524. Postal insurance. — We have already mentioned a suggestion 
that the postal insurance scheme should be extended to the general public. 
Such private life insurance and assurance offices as exist (none is actually 
registered in the province), operate mostly in the towns; and we regard 
it as unwise for Government to enter into competition with them. But 
their operations do not extend to the rural areas ; and until they do, we 
see no objection to the proposed extension in rural areas only. 

■ rr 

525. In making these various recommendations, we realise that they 
will certainly involve additional expenditure, especially on staff. We 
venture, therefore, to add a caveat to the effect that no such change 
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i>6 introduced unless it is either likely to be directly remunerative, or 
at least involve, on balance, no further expense to the State. 

526.® Relaxation of the restrictions on currency transfers and supply 

— A currency telegraphic transfer is debited or credited direct to 
the currency chest. ( 3 °) The supply bill is debited or credited in the 
first place to the treasury balance; but if that balance falls below the 
normal figure fixed by the Deputy Controller of the Currency, ( 31 ) it must 
be recouped by a transfer from the currency chest, so that ultimately 
the burden of supply bills also falls on that chest. These chests form 
an important part of the currency system, since they enable the author- 
ities to maintain the statutory relation between the note circulation and 
the metallic reserve which covers it; this is their primary function, and 
their use as a method of providing remittance facilities, whether on 
government or commercial account, must always be so restricted as not 
to interfere with it. Nevertheless, we consider that the rules governing 
the issue of these documents can be relaxed in two directions. Firstly , 
the Deputy Controller may already give a general sanction covering 4 ‘the 
issue of a number of currency transfers or supply bills to the same 
person up to a certain limited amount over a certain period. ”< 32 ) On 
the analogy of this rule, we suggest that the treasury officer might be 
given power to issue any number of currency transfers and supply 
bills to any number of applicants, “up to a certain limit of amount over 
a certain period.” Secondly , we consider that in the case of sub-trea- 
suries at places such as Firozabad, which are centres of trade and yet 
possess no banking or any other remittance agency save the post office, 
it should be made permissible to issue currency transfers or supply bills 
under the same restrictions regarding previous sanction as at present 
apply to issues from treasuries. We realize that this will probably 
entail the maintenance at such sub-treasuries of a larger reserve of cur- 
rency in the chest than is allowed at present, namely, one lakh. But 
this restriction is due to two causes, both of which appear to us re- 
movable. The first is lack of accommodation; but that could generally 
be solved by the provision of a second chest. The second is the lack 
of sufficiently responsible staff at a sub-treasury. The sub-treasury 
officer is always the tahsildar, who has numerous other duties to carry, 
out and little time for his sub-treasury work; whilst there is only one 
low paid clerk (the tahvildar) in the cash department. At the present 
time, however, in this province, the entire treasury system is being 
reorganised, in connexion with which a class of full-time and experienced 
sub-treasury officers has come into existence. Since the number ofi 

( 30 ) Resource Manual, articles 164(c) and 165 (/). 

( 31 ) See Resource Manual, arro'o fv. 

( 32 ) Resource Manual, article 1 5U(r). 
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sub-treasuries at which these special arrangements will be necessary' 
is not likely to be large, the additional cost involved in appointing 
special sub-treasury officers of the new kind in these sub-treasuries should 
not be prohibitive. Finally , we suggest that both banks and bankers 
should enjoy preferential treatment, both in the matter of rates and 
of availability. 

527. Railway earnings . — As has been explained in the appendix # to 
this chapter, the earnings of railways are at present credited at the trea- 
suries of sixteen district headquarters. The natural result is greatly to in- 
crease the amount of currency available at those treasuries, with the result 
that sooner or later their surpluses have to be transferred to some other 
currency chest. For instance, Gorakhpur, from which there are many 
heavy payments, both of the ordinary and special kind, is a surplus 
treasury solely because all the earnings of the Bengal and North- 
Western Railway are credited there. The inevitable result is that 
sooner or later the surplus cash which accumulates in the Gorakhpur 
currency chest must be transferred to the chests of deficit treasuries, — - 
a process which could have been avoided or greatly reduced had a part 
of the earnings of the railway been credited into those deficit treasuries. 
It should not be impossible to induce the railways so to rearrange their 
system of crediting earnings as to avoid unnecessary movements of cur- 
rency. Some experienced witnesses would go further and suggest that 
railways should pass on their collections to bankers, clearing houses 
and recognised banks, wherever money happens to be -wanted, against 
corresponding credits at their headquarters. There would no doubt be 
times when such an arrangement would be a considerable benefit to the 
institutions which received these collections. On the other hand, as at 
present railway earnings are treated as if they -were government receipts 
and are consequently remitted wherever they are required free of charge, 
it will be necessary for the recipient banks to agree to give to railways 
corresponding credit at the latter’s headquarters free of charge; or, in 
other words, to effect the remittance through its headquarters branch 
without demanding the usual commission. Since prima facie , it is they 
who would benefit, this should cause no insuperable difficulty. 

528. The gold saving certificate . — The Royal Currency Commission 
of 1926 recommended the issue of gold saving certificates, which should 
be sold for legal fender money and be redeemable after three or five years 
either in legal tender money or in gold at the option of the holder. 
Their object was to ” bring it home to the masses that gold is the 
standard of value of the rupee and that the one is convertible into the 
other.” They also urged that such certificates would constitute 
a powerful incentive to investment and a powerful antidote to hoarding. 

• As soon as it has been established by experience as a certainty,” they 
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wrote, “that gold is always forthcoming for the certificates on maturity* 
it is to be expected that there will be a gradual replacement of hoards' 
by certificates. “ Since, as already explained, there seems reason to f 
believe that the hoards of gold have increased in recent years, we recom- 
mend that the Commission’s scheme should be put into operation, with 5 
this modification that the certificate should be sold either for legal tender" 
money or for gold at the option of the purchaser. The certificate should- 
be issued in denominations of one or more tolas of gold. The purchase* 
price in legal tender money should vary according to the ruling price of 
gold up to a maximum corresponding to the lower gold point, at which 
the gold would leave the country, namely Es. 21-11-9 per tola. As 
regards redemption, Government is not bound to pay, nor can the 
depositor claim to be paid, at a higher rate than Es. 21-3-6( 33 ) per tola.. 
But if the market price is higher than this, then the result will simply be 
that a depositor would demand repayment in gold, and subsequently make 
a profit by selling tire gold in the open market. In practice, therefore, 
we consider that the redemption price should vary between Es. 21-3-6 and. 
Es. 21-11-9 according to circumstances. 

529. Extension of joint-stock banking . — We have pointed out that 
the banking facilities already available are very unequally distributee! 
ever the province. There are big centres such as Cawnpore, Lucknow, 
Agra and Allahabad, which possess a number of banks. There are. 
numerous towns and indeed whole districts which possess none at all.. 
We also have knowledge of cases where a bank, after having established 
itself in some relatively small market and having secured such business 
as was available, has found itself faced with the competition of a second' 
bank, which has deprived it of a part of that business, and occasionally 
even succeeded in ousting it altogether. We regard, such occurrences 
as most unfortunate in present circumstances. The province at the 
present time requires not competition but diffusion of banking facilities. 
Only the biggest commercial centres require a number of banks. The 
smaller centres require one, or at most two. We realise that it is 
scarcely within the scope of our enquiry to make definite recommenda- 
tions which would have the effect of restricting the present freedom ol 
any bank to open a branch where it wills; but we venture, nevertheless, 
to suggest, for the consideration of the Central Committee, that it would 
be greatly to the general advantage of the province if measures could be- 
taken to regulate the opening of new branches or new banks at places 
which are already fully supplied with banking facilities. 

530. It is generally supposed that the joint-stock bank when con- 
sidering the establishment of a new branch is more often concerned 

( S3 ) This is the rate fixed for the purchase of gold by Government under section 4 
of the Indian Currency Act, 1927. 
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with the probable supply of local deposits than with the probable 
local demand for remittance and credit. Unfortunately, a consider- 
.able number of potential investors will always regard the* matter 
from the opposite point of view. Nevertheless, there are, in our 
opinion, still many places in the province entirely unserved by banks 
where sufficient business is available to justify the opening of a 
new branch. And in this connexion we venture to suggest that, at 
all events in the market towns, the mere presence of a bank is likely 
to attract deposits. For there can be no doubt that in such towns the 
nature of banking operations is much better understood (or, what is 
possibly even more important, less misunderstood) than it was even 
■a few years ago. 

531. Nor is that all. There are many places in the province- where, 
'though there may not be sufficient business to justify the opening of 
a provincial branch, there is a large seasonal business well worthy of a 
hank’s attention. As an instance, we may mention the trans-Bapti 
tracts of Basti district, in wffiich, together with the neighbouring Nepal 
Tarai, the cultivation of the finer brands of rice is a speciality. The 
whole of this very large and valuable crop is annually exported, and 
•money is required in considerable sums to finance both its production 
and its export. Obviously a temporary branch of a bank opened during 
the busy season at such a place as Uska Bazar or Naogaon would be of 
great advantage to the large firms that buy in this market. 

532. Again, there are many even smaller places where there is 
-considerable business on market days. In such cases banks might well 
■find it profitable to open a periodical “counter,” which would be staffed 
:and financed from some neighbouring branch. In a word, though we 
wish to avoid any appearance of teaching the banks their business, w r e 
cannot help feeling that they are merely content to compete for the 
-custom of a limited class, and are not fully aware of all the possibilities 
open to them; and we offer these suggestions as much for then 
consideration as for the information of the Central Committee. ( 34 ) 

533. Banking legislation — We have seen that banking for its 
success depends primarily on public confidence. We have also ,seen that 
the association of Government with any credit institution, such as the 
Imperial Bank or the co-operative banks, tends to increase public eonfi- 
vdence in those institutions. It follows, therefore, that one means, — at 
'the present time possibly the best means — •, of fostering the growth 

. e ( S4 ) In this connexion we mention a point, which may seern small, yet is one 
•to. which, some of our most experienced witnesses attach great importance. However 
temporary or periodical a branch of a bank may be, it should invariably have a permanent 
location marked by. a permanent signboard. The somewhat unsophisticated client that 
ds likely to deal with such minor branches is quite used to the idea of shops or 
other places of business that are only open at intervals, hut he likes- to feel certain 
4hat when those intervals come round, that shop or place of business will be open. 



of the banking system and stimulating the banking habit is to bring 
Government into closer association with banks generally. For this pur- 
pose, We suggest the desirability of banking legislation, and especially 
the appointment of government bank examiners, men who are not merely 
■auditors in* the restricted sense of that term, but experienced practical 
bankers. We do not desire to disparage the auditor. His profession is 
/honourable and his duties of high importance; but at the present stage, 
.at all events, more is required than mere audit. There have been banks 
'who through sheer ignorance have committed blunders which have 
involved themselves and their clients in ruin. There have been other 
banks who have exploited the respectability which the term ‘bank’ con- 
notes for their own personal advantage, and to the detriment of the 
public. Again, as we have just seen, the expansion of banking is at a 
■stage where its regulation is imperatively necessary ; where some author- 
ity is required to prevent the opening of new T banks or new branches at 
places already fully supplied with banking facilities, and to keep the 
banks supplied with information regarding the localities where business 
is available. For such purposes, an administrative rather than an audit 
agency is required. We restrict ourselves to these general observations. 
The details we leave to the Central Committee within whose sphere the 
^question of banking legislation lies. 

534. Clearing house facilities . — At the present moment, the clear- 
ing house business in India is conducted by the Imperial Bank, but 
only at eleven centres, of which one, Cawnpore, is in this province. ( 3S ) 
The business is carried on in the offices of the Imperial Bank at these 
•centres. It is supervised by an officer of that bank; the expenses are 
borne by all the clearing banks in equal shares. A bank can become a 
member of the clearing house only by the consent 6t existing members. 
We feel that if the cheque system is to be popularized, it is necessary that 
these facilities should be largely extended. We consider that there 
should be local clearing houses in the large towns, wherever there are 
sufficient banks or bankers to supply them with work. There should also 
be a large provincial clearing house at Cawnpore which should act as a 
/country clearing house. We see no objection to the rule -which prevents 
■*a bank from becoming a member of the clearing house without the ap- 
proval of existing members. The same rule, we believe, is in force in 
Xiondon, where there are many major banks which are not members of 
the clearing house. Such banks can always obtain the privilege of clear- 
ance by arranging with a member of the house to act as their clearing; 
agent. But if the banking legislation which we have recommendetf be in- 
troduced, any bank or banker whose application for membership is recom- 
mended by the government bank examiner or other administrative officer 

( 35 ) The other ten are Ahmedabad, Bombay, Calcutta, Colombo, Delhi, Karachi, 
Jhanore, Madras, /Rangoon and Simla. 
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in charge of banking affairs, should be admitted as a member of the house 
in its own name. This, we understand, is the case in the United States- 
of America. All clearances should be at par. r 

Some of our members suggest that the clearing house should deal, 
not only with cheques^ as at present but with bills, hundis and other 
instruments of remittance; that it should, in fact, be a collecting house' 
as well as a clearing house. Distances in India are great, and few 
banks have branches at all important centres; and a collecting agency ' 
would, no doubt, be a great convenience, whilst in present conditions 
the clearing of cheques by itself is not likely to provide any clearing house 
with sufficient business. We commend the suggestion to the notice of 
the Central Committee. 

535. The Reserve Bank . — We do not propose to make any addition 
to the considerable mass of literature which already exists on this, 
subject, which indeed belongs rather to the Central Committee’s sphere* 
than to ours. We need merely say that in agreement with a majority 
of our witnesses who have mentioned the subject, we consider the* 
institution of a reserve or central bank essential to a well-organised 
banking system. It is necessary, however, to point out that the 
institution of such a bank would entail the modification of certain of the 
proposals which we have made in previous paragraphs. 

Firstly , the provision of clearing house facilities would naturally 
become one of the principal functions of the reserve bank, and their 
location or number would then -depend on the reserve bank's* 

convenience. 

0 

Secondly , our proposals regarding supply bills and currency 
telegraphic transfers would fall to the ground; for the reserve bank must' 
necessarily take over' the control of all currency chests, managing them 
either directly through its branches or through such other banks as, 
may be appointed its agents in places where a branch does not exist. 
Government remittance would then become a mere part of the genera! 
problem of infernal remittance, with which the reserve bank must' 
necessarily deal; and such devices as the supply bill and currency 
transfer would cease to exist. ' 

Thirdly , since every currency chest must come under the control 
of the reserve bank, and since that bank, in places where no branch off 
its own exists, must necessarily exercise that control through some 
agent bank, it seems to follow that as a corollary to the institution off 
a reserve bank, a branch of some approved bank or banker must come into 
existence in every place where there is a currency chest. The branch 
may be small, but, as we understand the situation, a branch must be* 
there. The institution of the reserve bank, therefore, will necessarily 
lead to that diffusion of banking throughout the province for which we 
have pleaded. 
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APPENDIX. 

Analysis of the figures showing the n^ovement of currency during the 
period April 1, 1924 to January 31, 1930. 

1. A table is printed at the end of. this note which shows the 
absorption or return through currency of notes and coin in every cur- 
rency chest in the province, for the seventy months beginning April 
1, 1924, and ending January 31, 1930. They were compiled under the 
direction of the Currency Officer at Cawnpore at our request. 
The calculation in each case consisted of (1) adding to the 
•opening* balance in a chest remittances (of coin or notes as the case 
might be) received from outside the district, and (2) deducting from this 
-total the closing balance of the chest at the end of the period, plus 
remittances sent outside the district. If the result was a plus figure, 
then “absorotioia” had occurred, i.e., of currency by the public. If it 
was a minus figure then there had been a “return”, i.e., of currency 
from circulation to the currency chest. The calculation in the case of 
notes, however, is to some extent complicated by the cancellation of 
notes which have become unfit for circulation. Such notes are allowed 
to accumulate and remitted to the currency office from time to time. It 
is impossible, therefore, to say that the cancellations of one year relate 
•to the notes returned in that year. But taken over a long period, the 
•total cancellations indicate roughly the extent to which total absorption 
.amounts merely to replacement of old notes by new. 

*2. The table gives the figures separately (X) for the six periods June 
to August; and (2) for the rest of the period. During these months 
accumulations at the chests are abnormally high as the result of the 
revenue collections which have occurred in the months of May to July. 

3. The following are some of the principal causes which affect 
movements of currency 

(1) Railway receipts . — Enquiry from the accounts office show that 
railway earnings are for the most part paid at the following treasuries : — 
’Cawnpore/ 1 ) Bareilly, Naim Tal, Sitapur, Benares, Allahabad, Go- 
rakhpur, Lucknow, Etawah, Dehra Dun, Meerut, Moradabad, Jhansi, 
Jalaun, Banda, Agra and Saharanpur. Bailway earnings appear to 
have the following effects on the figures : — 

(a) In all the places mentioned there is a large return of notes, 
the major part of which are subsequently cancelled. For 

( x ) Cawnpore, however, does not appear in these returns. The reason is that the 
currency office is situated at that place, with the result that its transactions ccrresnond. 
+o the transactions of the rest of the province, hut in the reverse direction . 


instance, at Gorakhpur, which treasury receives the earn- 
ings of the Bengal and North-Western Railway, the total 
return of notes during the period was 836! lakhs of which 
701 J were cancelled. Out of a total figure of 3110 J lakhs 
of notes cancelled in the whole province during this period,, 
2270 J or 73 per cent, were cancelled at the sixteen 
treasuries mentioned. 

(b) Railway earnings also mean a return of coin in most of the* 
treasuries mentioned; but the return of coin is usually 
much less striking than the return of notes. The reason 
is said to be that a portion of the railway's takings in 
silver are retained to pay their numerous menial staff. 
Nevertheless, the total amount of coin returned at the 
sixteen treasuries mentioned above amounts to 1094-J 
lakhs out of a total return of 1361J lakhs or over 80 per* 
cent. 

(2) Military payments . — Military payments mean the absorption 
of considerable quantities of money without any return to counterbal- 
ance it. The absorption may be either of notes or coin, but judging 
from the figures it is principally the former. They are heavy in four- 
teen treasuries, namely, Naini Tal, Ranikhet, Dehra Dun, Roorkee, 
Bareilly, Meerut, Muttra, Agra, Allahabad, Lucknow, Sitapur, Jhansi,. 
Benares and Eyzabad. 

(3) Post office operations . — The ordinary postal operations, i.e., 
those connected with the despatch of letters and parcels mean every- 
where a return of money. This result, however, is largely modified by 
the figures of other postal operations, i.e., those connected with sav- 
ings banks, cash certificates and money orders. Where (1) the deposits- 
in a savings bank exceed the withdrawals; where (2) the issues of cash 
certificates exceed the discharges; and where (3) the issues of money* 
orders exceed the payments, — then there is a return to currency. In prac- 
tice, deposits of savings banks usually exceed withdrawals and issues of' 
cash certificates usually exceed discharges; but the differences in both cases- 
are always small. On the other hand, payments of money orders very 
frequently exceed issues and the difference in this case is often decidedly 
large. The district figures vary enormously: in Jhansi the average an- 
nual return is about 19 lakhs, in Benares the average annual absorption 
is about 30 lakhs. Only fifteen districts, however, show a net return oxr 
postal operations of this nature, namely, Bahraich, Jhansi, Hardoi, Ivheri, 
Sitapur? Muzaffarnagar, Saharanpur, Budaun, Shahjahanpur, Pilibhit,, 
Etah, Mainpuri, Etawah, Almora and Naini Tab 

(4) Agricultural trade . — -Whenever there is a collecting centre for 
agricultural produce, a certain absorption occurs as currency passes 
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out first into those centres, and thence into the villages.- 
Again, where there are distributing centres of agricultural 
produce* further absorption occurs. The arhatia who despatches Ms- 
produce from Hapur to Bombay will ultimately receive his money in 
Hapur, and thereby tap the currency chest at Meerut. Absorption on 
these accounts must be felt in almost every district in the province, but 
is likely to be specially heavy in the west, which contains many large- 
collecting and distributing centres. 

(5) Agricultural calamities . — In an unfavourable year the normal' 
return to currency is reduced by remissions of revenue, whilst absorption^ 
is increased by large outgoings of money required for agricultural loans. 
As it happens, however, there was only one year in the entire period to 
which these figures relate, which could be regarded as in every way 
normal. In 1924-25 there were disastrous floods, the results of which 
persisted into 192|>-26, whilst from th£ second half of 1928 to the end: 
of the period one crop failed after another. These calamities, however,, 
were very unevenly distributed over the province, and it accordingly 
becomes a matter of great difficulty to evaluate their effect on movements* 
of currency. Figures, however, have been worked out which show' 
for the whole province — 

(1) the results of the normal year 1926-27, 

(2) the average annual results based on the figures of the rest 

of the period. 

We thus get a comparison between a normal and an abnormal year, 
the results of which are as follows. (A plus sign means absorption, a. 
minus sign return; figures are in lakhs.) 





1923-27. 

Annual average ; rest, 
of period. 

Com — 

June to August 

• • 


— 889 

-312 

Best of period 

. . 

. . 

4*14 

4*117 

Total period 

.. 

r. 

—375 

—195 m 

Notes — 

June to August 

Vi ;■ 


. .. 4*258 

4*244 ■ 

Best of period 



4*748 

4*639 

Total period 



.. 4*1,006' 

4*883 

Notes cancelled 



-600 

—552 

Notes net 

"-A 


4*406 
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These figures show that whilst in a normal year the absorption of notes- 
is larger than the absorption in an abnormal year by about 18 per cent.,, 
yet the return of coin in the former is larger than in the latter by 48 per 
cent. The reasons for this disparity are apparent from the figures for* 
the two parts of the year. In a good year revenue collections, which are 
mostly paid in silver, are much larger than in a bad year, with the result 
that the return during the period July to August is much larger in the- 
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former than in the latter. On the other hand, in a bad year Government 
is compelled to make large advances to agriculturists, usually in October 
to December, with the result that the absorption during the second part 
,o£ the year is much heavier in a bad year than in a good. 

(6) Canal construction . — Throughout the period which we are con- 
sidering the construction of the Sarda canals has been in progress 
resulting in very heavy payments at certain treasuries. These payments 
have taken place mainly at Bareilly, Lucknow, Pilibhit and Shahjaha-n- 
•pur. To a large extent the consequent absorption would be of coin re- 
quired to pay the wages of labour* and in fact there has been large 
.absorption at all the four treasuries mentioned, except Lucknow, where 
there are numerous other causes to counteract it. 

(7) Pension payments . — Pension payments naturally occur at all 

'treasuries. There are, however, some where they are particularly high, 
for the following reasons : — <r 

(a) Many districts contain a large number of military pension- 

ers. The most notable are the western districts such as 
Meerut, Bulandshahr and Aligarh, which are recruiting 
districts for Jats, and some of the Oudh districts, which 
are recruiting districts for Bajputs, and the hill districts 
for Garhwalis and Iiumaunis. 

(b) The province contains a large number of holy places, such as 

Benares, Hardwar, Ajodhia and Prayag (Allahabad), 

| w T here Hindu pensioners from all over northern India 

settle down. In these places also the pension payments 
are particularly large. 

'(c) In the hill districts, notably Dehra Dun, there are a number 
of European and Anglo-Indian pensioners. 

.(d) Gorakhpur is a large centre for the payment of Gurkha pen- 
sioners, who come there once a year to receive their 
m money. 

Pension payments, of course, mean absorption, for the most part, 
probably, of notes. 

(8) Foreign trade . — There is a considerable trade with Nepal and 
"Tibet, the balance of which in both cases appears to be against British 
India, with the result that a good deal of British currency passes over 
the border. In the case of Tibet the absorption is probably of coin. In 
Nepal, however, it is largely of currency notes, where they pass at a 
premium, and indeed are accepted in preference to Nepalese coin.( 2 ) 

■ — ■ — ;- r r—~ — — * — — - — - — — ■ : ■ 

( 2 ) One hundred British rupees are equal to one hundred and twenty-five Nepalese 
rupees, but British notes worth one hundred rupees will generally fetch one hundred 
and twenty-eight Nepalese rupees. Only the currency notes of Cawnpore and CVkutta 
.^xe accepted in Nepal ' - 
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Figures showing absorption or return ( — ) of notes and coin through 
currency from April 1 , 1924 to January 31 , 1930 . 





Coin. 




Notes. 



Currency chest. 

June — 
August. 

Best of 
period. 

Total 

period. 

June — 
August. 

Best of 
period. 

Whole 

period. 

Notes 

cancel- 

led. 

Net 
notes.. . 

Nairn Tal . 



60 

71} 

87} 

207] 

2954 

27} 

268 

Kanikhet 


7 

HI 

18] 

■39} 

95] 

135] 

4$ 

130} 

Dehra Dun 


m 

40 

574 

107} 

2864 

394 

62 £ 

331-?/ 

Saharanpur 


— 58f 

42] 

-m 

—3 

92 

89 

125] 

— 36] 

Burki 


-m 

-6 

-174 

22 | 

82} 

1051 

If 

103} 

Bareilly 


-Bo 

78] 

— 6 ] 

134 

149} 

168 

149 

14 

Bijnor 


—84 

— 2 } 

—11 

53] 

60 

113] 

39$ 

74 

Pilibhit 


] 

21 

21 ] 

4 

2 

6 

6 

. . 

Kheri 


— 84 i 

—23] 

r.« 7 a 

o/£ 

21 ] 

-74 

14] 

84 

6 

Budaun 


-51$ 

-29 

—80] 

23 

42 

65 

4 

64} 

Muzaffarnagar. . 

—61 

115 

54 

214 

-5} 

15} 

1485- 

—132} 

Meerut 

- * 

-108| 

89} 

—19 

69$ 

306$ 

376 

188 

188 

Buiandshahr 

— 

— 72} 

69] 

—3] 

—1 

3] 

24 

20 } 

-17f- 

Aligarh 


-32$ 

92] 

60 . 

51] 

90} 

142] 

13 

1294 

Hathraa 


— 74} 

1674 

93 

—94 

74} 

65] 

59} 

5} 

Muttra 


—34.] 

38 

3] 

674 

172] 

239} 

93} 

146] 

Manipur i 


—32$ 

— 83} 

— 66 

] 

—1 

a 

1 

h: 

Agra 

« « 

—70 

94 

—604 

884 

313} 

402 

131} 

2704 

Etah 


-30 

— 27] 

-57 ] 

—1 

- 8 } 

02 . 

. . 

— 9} 

Farrukhabad 


-414 

-134 

-5 U 

m 

53 

66 ] 

234 

374. 

Etawah 


— 22 ] 

122 

09] 

62 " 

-16] 

45] 

06 

—50] 

Moradabad 


— 1191 

10 if 

—15 

42} 

159 

20 i} 

814 

— 112 } 

Shahjahanpur 

«* 

—19] 

65} 

46] 

21 ] 

-4] 

1% 

1 JL 

J -4 

15} 

Bao Bareli 


84 

7] 

16 

16 

47 

63 

1 

62 

Fatehpur 

* . 

- 11 ] 

-Hf 

—204 

— 84 

2 JL 

4 

—5] 

74 

303} 

— 12 } 

Allahabad 


—105 

-135 

—240 

73 

200 ] 

273] 

-304 

Lucknow 


-126} 

—694 

—195 : 

152] 

3384 

490} 

210 ] 

2804 

Unao 


—1 | 

2 ] 

: 1 ] 

3 

84 

Hf 

If 

9] 

Sitapur 


—53] I 

19] 

—34 

21 

13 

31 ; 

4 

33] 

Hardoi 


— 32f 

-174 

— 50 

13 

38} 

5!} I 

4 , 

51* 

Fyzabad 


! — 23] 

42] 

194 

23 

1024 

125] j 

16} 

1094 

Sultanpur 


.... 

2 S] 

28] 

28 

73} . 

101 } i 

2 

99} 

Partabgarh 


] 

10 ] 

11 

12 ] 

26 

38] | 

4 

38* 

Bara Banki 


—171 

I -304 

-47| 

26 

34} 

60} 

4 

- 60] 

Jhansi 


—36} 

644 

27] 

122 ] 

3114 

433} 

4| 

f 429 

Jalaun 


— 26} 

l —5 

-304 

10 } 

- 1 ] 

9] 

33] 

! — 24 

Hamirpur 


-Ilf 

1 —12 

-23f 

2 

84 

104 

*34} 

104 

Banda 


-85] 

| -6 

-41] 

27 

! 2 

' 29 

—5} 

fMirzapur 


-12] 

—2 . 

— 14] 

15 

94 

109 

5] 

103] 

Gorakhpur 


—837 

— 230] 

— 567] 

24 

—159 

- -135 

701] 

—886] 

Basti 


— 

— 64f 

-124] 

32} 

34 

69} 

25. 

7} 

59 

Gonda 


-18] 

■ j. 

— IS] 

17 

8 

a 

22 

Bahraich 


—884 

6f 

-29} 

22} 

■ —28] 

— 5] 

55] 

'.'"'2 V',,. 

Benares 


-64] 

—m 

— m 

-8] 

242 

233] 

185 

50] 

J aunpur 


-If 

18f 

17 

13] 

60] 

74 

4 

70 

Ghazipur 


—3} 

9f 

6 

8 

51 

59 

f 

58} 

B a Ilia 

I. 

—6 

H 

-If 

124 

62} 

75 

1] 

73} 

Azamgarh 

• • 


20} 

16 

20] 

96 

116] 

10 

lfi6] 

Total, United 
Provinces. 

—1,948$ 

5874 

—1,351$ 


8,809} 

■?,29i 

3,1104 

2,189} 
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PART VI. 


CHAPTER XIII. 

. ... ♦. .. 

Miscellaneous. 

L — Trade in the Hills and on the frontier. 

536. There is a considerable amount of trade between Tibet and 
Nepal and certain districts of this province which lie on the frontier of 
these countries. These districts are : — 

Almora and Garhwal, for trade with Tibet; 

Almora, Naim Tal, Bahraich, Basti and Gorakhpur, for trade with 
Nepal. 

(1) Tibetan trade — (a) Marketing - 

537. Importance of the trade with Tibet . — The importance of the 

trade with Tibet can be gauged from- the following extract from a letter 
from Mr. J. Adams, the Secretary to Government, Fort William, 
to?# Colonel D. Ochterlony, Political Agent at Ludhiana, dated Sep- 
tember 30, 1814, instructing that officer to promise general res- 
titution to the chiefs west of the Jumna who had been dispossessed by 
the Gurkhas in the event of the success of British arms in the Nepal War 
<1814-15). '‘The eventual exception from the general restitution chiefly 
referred to in the 18th paragraph although not coming within the im- 
mediate sphere of your duties is yet so connected with them as to make 
it expedient to advert to it in this place. His Lordship is not sure 
whether it may not be expedient for the British Government to appro- 
priate to itself Srinagar including the valley of the Deer ah Boon, and 
the territory dependent on it, not so much with a view to revenue as 
for the security of commercial communications with the country where 
shawl wool is produced. The object would require the possession by 
the British Government of a tract of territory quite close to the frontier 
of that country. His Lordship is not apprised of the local objections 
which exist to the appropriation of such a territory; of the practicability 
of defending it, or of its aptitude to promote the object of trade, which' 
has just been stated, nor whether to render it complete it may not 
require the addition of a portion of the contiguous territory of Keernaon 
The question will in the meantime remain open for deci- 
sions and will not be affected by your proceedings relative to the terri- 
tories west of the Jumna . . . .”C) 

C) Punjab Government Becords, Volume II, Ludhiana Agency, 1809 — £1, page 415. 
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538. The periodical fairs . — That world-wide institution, the “fairy* 
lias been defined as “a periodical gathering for sale of goods, often with 
shows and entertainments, at a place and time fixed by charter, statute 
or custom.” Many fairs are held in the province and serve a useful 
purpose everywhere. But if they are valuable in the plains, they are 
indispensable in the Himalayas. Hill roads are few and often impassable 
during the winter months because they are covered with snow, during 
the rains because the torrents that intersect them become unfordable . 

A free exchange of goods is then impossible, and the annual fair is often 
the only opportunity when traders and customers can meet. Such fairs 
in the bills are usually connected with religion : most of them are held 
in the winter when the hill folk are comparatively free from field work. 

539. The following brief account of certain fans held in the Alrnora 
district will serve to show their importance. 

(1) Bageshwar is a place 27 miles north of Almora and 14 miles 
from the motor road. The fair is held at the confluence of 
the rivers Gumti and Sarju on the Makarsankrant day, 
which falls in January. It begins one day previous to the 
Sankranti and lasts for four or five days. It is less an agri- 
cultural than a commercial fair. Here traders from Almora 
and Naim Tal meet the Bhotiya traders, especially those 
of the Joliar valley : the average attendance exceeds 10,000. 
The merchandise of the latter consists chiefly of Bhotiya 
■and Tibetan goods — Bhotiya ponies, goats, and sheep; 
yaktails, sinks, hides and furs; raw wool and wmollen goods, 
e.g., chutkas , thulmas and shawls; Tibetan curiosi- 
ties, and various medicinal articles such as musk. The 
Almora and Bageshwar traders and artisans sell cotton and 
woollen cloth, iron, brass and copper utensils and imple- 
ments, gur, oil, salt and other similar commodities. The 
neighbouring villagers bring provisions and fruits, — milk, 
curds, oranges, plantains, sugarcane, walnuts, and such 
articles as ringal mats, baskets of various shapes and sizes 
and forest produce. The transactions amount in value to 
some 3 or 4 lakhs of rupees. 

<2) Jouljibi is situated on the Nepalese frontier and at the eon- 
: fluenc-e of the rivers Gori and Kali. The fair takes place 

on the first day of Margshirkh (mid-November), and lasts for 
nearly a w 7 eek. It is a commercial fair attended by Tibe- 
? tans, Bhotivas and Nepalese. Its importance is fast 

Increasing on account of the fact that it is the first mart 
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visited by the Bhotiyas on their return from Tibet. The 
merchandise is chiefly Tibetan and Nepalese, and includes- 
ponies and woollen goods. • 

(3) Thai is on the eastern bank of the Bamganga. The fair is 
held in the middle of April and lasts for nearly a fortnight. 
Here the Bhotiyas complete their accounts with the hill 
traders and make their preparations for their journey into^ 
Tibet. The fair is a sort of clearance sale of the goods* 
which the Bhotiyas have been unable to dispose of 
in the Bhabar; and the goods are naturally both inferior 
and cheap. The final purchases for the Tibetan r&arts are 
also made here. The average attendance is about 12,000. 

The fairs at Jouljibi, Bageshwar and Thai supply the require- 
ments of the Bhotiyas and of the people of the central and 
northern pattis. There are other fairs? which serve the- 
inhabitants of the lower hills, but these latter have lost 
much of their former importance, as a result of the develop- 
ment of communications and marketing facilities. 

540. Trade . — The trade is the monopoly of the Bhotiyas. These 
people are the carriers of the entire Indo-Tibetan trade, both export and 
import : and they are also manufacturers. They owe this monopoly partly 
to their knowledge of the Himalayan passes, which no outsider would 
attempt to cross, partly to their friendship with the Tibetans : for the 
latter will not enter into commercial relations with anybody w T ho will not 
eat with them. 

The Bhotiyas are trading in Tibet during the hot months, and in 
Kumaun during the winter. They are divided into five groups, live in 
five different valleys and enter Tibet by five different passes. Three off 
these, viz., Johar, Darma and Byaxis, are in the Almora district, Niti and 
Mana are in the Garhwal -district. Each group of Bhotiyas has its differ- 
ent market in Tibet : for instance, the market for Johar is Gynema, that 
for Darma and Byans is Taklabote, that for Niti is Daba, and that for 
Mana is Tholing Math. Each Bhotiya has his own mitra (broker) in 
Tibet. There is an initiation ceremony known as (t sulji muljV 3 in the 
course of which the Bhotiya presents a turban to his mitra. After this 
ceremony the Bhotiya must bring to his mitra whatever British Indian 
commodities he requires, whilst the mitra in return must provide the- 
Bhotiya with all the Tibetan commodities which the latter requires. 
Each Bhotiya is extremely jealous of his mitra , and would strongly- 
resent an attempt by any other Bhotiya to deal with him. In case of anv 
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breach of his agreement the offending Bhotiya is liable to punishment; 
•sometimes the agreement is written and includes a penal clause* These 
mitras are bought and sold like other commodities, but in any such bar- 
gain the consent of the original mitra is necessary. ( 2 ) 

541. The passes into Tibet are opened by Tibetan officers who come 
to the British territory to inquire whether there is any epidemic in the 
Bhotiya villages and to collect a grazing tax. The Bhotiyas have also 
to pay a tax on entrance. The following taxes are levied from the Bhotiya 
traders entering Tibet : — 

(1) La Thai. 

(2) Poll tax on men, women and children. 

(3) Sa Thai. 

(4) Loog Thai. 

(5) Chung Thai. 

The multiplicity of these taxes is due to the administrative system 
of Tibet where minor posts are sold to the highest bidders. Sometimes 
the Bhotiyas are actually robbed, and their articles taken from them 
by petty officials by physical force at nominal prices. 

542. Exports. — The principal items of export to Tibet are food- 
grains, for Tibet is a bleak and barren country largely dependent upon 
India for her food. The chief grains exported are rice, mandua , wheat, 
barley and jhungara. Other exports are sugar, gur, tea, tobacco, copper, 
iron and aluminium utensils, cotton piece-goods, matches, porcelain 
wares and silver. 

543. Imports. — The chief imports are borax, wool (both raw and 

manufactured), yaktails, furs, hides and skins, ponies, mules, sheep and 
goats. The trade in salt and borax is fast diminishing owing to the 
advent of cheap Sambhar salt and cheap European borax. This loss is 
being compensated by the rapid expansion of trade in wool. In 1840 
only 22 maunds of wool were imported. In 1922-23 the ipiports rose to 
13,216 maunds of wool. • 

544. The final preparations for the Bhotiya trade in Tibet 
begin by the end of May when the snow has melted and the 
passes can be crossed. During April and May, i.e., after the Thai fair, 
the exports for Tibet a,re carried from the entrepots to the midland and 
highland Bhotiya villages. In June the entry into Tibet begins. Goods 
are carried on goats, sheep, mules and jibbus. Throughout July and 
early August people and sheep are continuously coming and going. The 
bleak and Tibetan marts become populous tent cities. Men, animals, 





( 2 ) See Evidence, VoL III, p. 168. 
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piles of wool, bags of salt and borax, packages of cotton cloth, tea and? 
grain occupy all the available space. Only the richer traders carry 
money; the poorer Bhotiyas are content to barter commodities. The 
British Indian silver coin is usually at a premium, but the Tibetan 
officials insist on payment in tankas and fix unfavourable rates of 
exchange. The Bhotiyas buy a stock of Tibetan tankas at Ealimpong,. 
Shillong and Calcutta. When trade is carried on by barter the Bhotiyas 
are usually cheated, and a number of their animals return without a load.. 

545. Between June and October all adult Bhotiyas are busy in the- 
marts of western Tibet, whilst their womenfolk remain at home working' 
their looms and looking after the household. There are base depots both 
in the high hills and in the valleys. The Tibetan goods which have been 
bought are first stored in the higher depots and as winter advances are- 
carried down to the lower depots. During the Tibetan season the Bhotiyas- 
usually make two or three journeys to the lower depots from the higher 
hills. Some of the goods on their way down, especially salt and wool,, 
are sold in villages on either side of the route. Thence they are taken 
to the two fairs at Jouljibi and Bageshwar, and what remains goes to 
the Bhabar markets, Haldwani, Bamnagar, Tanakpur and Kotdwara. 
The greater part of the raw wool, however, is sold to agents of woollen 
mills at railhead. Two or three journeys to the Bhabar are usually neces- 
sary before all the goods in the depots can be sold. As already mention- 
ed, the final clearance sale takes place at Thai. It may be mentioned 
that the Almora Bhotiyas carry on a certain amount of trade with 
Nepal between November and June. 

( b ) Finance . 

546. The Bhotiyas inhabiting the valley of Johar are well-to-do.. 
They operate with their own. capital, and also receive accommodation: 
from three shops at Calcutta and two arhatias at Delhi' who deal in 
goods which find sale in Tibet. These arhatias and shops- charge in- 
terest at 9 per cent. Certain dealers in cloth at Bamnagar and Kashipur 
in Naim Tal district also supply the Bhotiyas with cloth, and* charge 
interest at 12 per cent. The richer among the Joharis, lend to their 
fellows and charge 9 to 12 per cent, from big, and up to 25 per cent, 
from small, traders for a period of 7 months, June to January (Jeth to 
Uttmini). Nevertheless, credit facilities among the Joharis are not 
adequate, for they depend upon the price of wool which they bring from- 
Tibet, to which we shall refer shortly. 

547. Unlike the Joharis, who deal mostly in costly goods like cloth,.. 
. the inhabitants of Darrna, Evans and Chaundas, Niti and Mana deal! 
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mostly in cheap stuffs like grains and pulses. They depend for their 
credit needs on certain moneylenders of Dharchula, Lohaghat and Joshi- 
math. Some of them are also financed by the Joharis. These money- 
lenders advance money to the Bhotiyas in June or July, and are paid 
back in February or March after the wool or borax brought by the Bhoti- 
yas is sold. Interest is charged at rates varying from 12 to 30 per 
cent, for the period. They also act as agents in the principal emporium 
of Bhotiya trade, Tanakpur, and charge a commission from both the 
purchaser and the seller. As they lend money on little or no security 
they accompany the Bhotiya traders after their return from Tibet and 
move with them to Tanakpur during the winter season, returning to the 
hills when the Bhotiyas come back after selling their wool. As they' 
act as middlemen in the sale of wool the moneylenders realise the sums 
advanced by them from the price paid by the purchaser and pay the 
Bhotiyas the balance received. 

548. The Bhotiyas have thus to depend for the sale of wool which 
they bring from Tibet upon these moneylenders. The latter are more 
interested in the realisation of their advances than in the sale of the 
wool, and are ready to sell it at any price, whether it be adequate or 
not. It is also alleged that the rate of commission which they receive 
from the purchasers depends upon the cheapness of the price at which 
they can get the Bhotiyas to sell their wool. It is, therefore, not sur- 
prising that the price of wool has been going down for the last two 
years; it is said that this year the Bhotiyas were forced to sell their wool 
at Bs. 33-4-0 per maund, which was less than the price paid by them 
in Tibet, although these very moneylenders had made a contract with 
the Bhotiyas to purchase wool at the rate of Bs. 40. If these facts are- 
true, the methods employed by the moneylenders' are discreditable. 

549. Another difficulty experienced by the Bhotiyas lies in the 
fluctuating rate of exchange of Tibetan coin called tanka . The Tibetans, 
prefer the British rupee on account of the purity of its metal and its- 
permanent value, but the Tibetan officials fix the value of the rupee in 
terms of tankas to their own advantage and demand that the Bhotiyas 
should make payment in tankas or British coin as suits them best. 
Many Johari traders purchase tankas at Kalimpong, Darjeeling, Gau- 
hati or Calcutta at seven or eight tankas per rupee and sell them at five 
or six to their brethren before leaving for Tibet. The value of the 
tankas is so fluctuating that whereas it stood at three to four per rupee 
in 1924-25, it stands now at seven to eight per rupee. Further, ♦there*, 
is no market where the Bhotiyas could sell surplus tankas, 

550. The Bhotiyas, therefore, experience difficulties in three ways : — 
(1) They have to pay a high rate of interest on their borrowings, (2) 



they have insufficient marketing facilities for their wool, and (8) there 
is no agency for the exchange of British money into Tibetan coin or 
vice versa. The credit facilities also seem insufficient for their* present 
requirements, but the problem of providing such facilities is difficult 
because they can offer practically no "security, and further for more than 
four months after taking a loan they are absent from British India. 
But if the Bhotiyas could be organised under the co-operative system, 
they would have no difficulty in obtaining cheap and sufficient credit. 
In this case a number of primary societies could be established each 
covering a number of villages, which would be linked to the central 
banks. The general system would be the same as in agricultural societies 
and banks : but the central banks would also assist in the disposal of the 
merchandise of the Bhotiyas by keeping them in touch with the market 
for wool, greatly reducing the marketing difficulty. They would also 
purchase Tibetan coin and thus perform the functions of an exchange 
bank, the need for which is generally felt at present! We understand 
that about three years ago an attempt was made to open a co-operative 
bank for Joliar and about Bs. 15,000 were subscribed as share capital. 
We recommend the establishment of a central bank in the Almora district 
and another in Garhwal district . An organisation on the lines suggested 
above with the improvement of communications should lead to a con- 
siderable expansion of the Indo-Tibetan trade. 

551. It has been pointed out to us that there are certain difficulties 
in establishing societies of the kind suggested. The Bhotiyas are said to 
be in the clutches of the moneylenders through their headmen who are 
extremely influential among their people. The moneylenders will natur- 
ally oppose this scheme, and so will the leaders unless it be possible to 
convert them to co-operation. But the fact remains that the movement 
will require at the start that assistance of educated and unselfish leaders. 

(2) Nepalese trade. 

552. Nepalese trade is carried on in three ways : — 

(1) ' The traders from British India visit the markets in the Nepal 
territory and purchase ghee , grain, spices, honey, silajit , etc., on cash 
payment and traders from Nepal visit the markets in British territory 
to sell their merchandise and purchase cloth, copper and brass utensils, 
kerosine oil, etc. All goods that are imported into or exported from 
Nepal are heavily taxed. Grain , however, is free from taxation. 

(2) Some British Indian traders run shops dealing in goods of 
various kinds chiefly at Butwal and Katmandu which are the two im- 
portant commercial centres of Nepal. These shops generally store cloth, 
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soap and fancy goods, etc. Chintz cloth from Tanda in Fyzabad dis- 
trict and soaps manufactured in Gorakhpur district sell freely. Other 
-commodities are obtained from Calcutta or Cawnpore. These shop- 
keepers have to pay a tax of Es. 3 per year called gharduari , and octroi 
-'duties, which vary in the case of different commodities; the average is 
Ee. 1-8-0 per cent. 

(3) Traders from British India take contracts of various kinds : for in- 
stance, for the collection of the hides of dead cattle, for the sale, or licens- 
ing the sale, of excisable articles, such as liquor, charas , ganja, bhang , 
bones, horns or honey, and for the levy of grazing charges on all cattle 
which go to the Nepal territory from British India. Such contracts 
cover one or more districts and last for three years. The contracts are 
-auctioned in the district courts in Nepal. The contractors are chiefly 
residents of Gorakhpur. For the last two years Muhammadans have 
been debarred from bidding, — a great loss to the Muslim residents of 
Gorakhpur who ha^e been carrying on the trade in hides for generations. 
The sale of cigarettes forms the subject of another contract, which it 
sold annually for a lakh of rupees. There are also contracts for extract 
mg timber from the Nepalese forests. 

553. British currency passes freely in Nepal; indeed, the demand 
for British Indian currency notes is so great that they go to a premium. 
Ordinarily 125 Nepalese coins are equal to 100 rupees, but a hundred- 
rupee note fetches 128 Nepalese coins. The Gurkha treasuries 
accept British rupees or currency notes in payment of dues from traders, 
•contractors and zamindars, but only those of the Cawnpore and Calcutta 
circles. 

554. The traders and contractors working in Nepal are British 
Indians and they obtain credit in the same way as the retail traders work- 
ing in British India, viz., from the arhatias at Cawnpore and Calcutta. 
What they need most is not finance, but protection whilst bringing 
money to their homes after selling their goods, as robbery is frequent 
.and they are not allowed to possess firearms. Another difficulty experi- 
enced by these traders is that they are not permitted to purchase land 
in the Nepal territory, not even for building a house, and as they have 
to give security for their contracts in cash or landed property they have 
no option but to lock up a part of their liquid resources in cash security, 

(3) Timber trade. 

555. The timber trade is important in the hills. The valleys are 
rich in chir and deodar, whilst the Tarai is full of sal, shisham and 
Jchair (catechu) . Chir and deodar timber is found in the districts of 
Dehra Dun, Garhwal, Almora and Nairn TaJ, whilst sal and shisham 
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abound in the districts of Delira Dun, Garhwal, Naim Tal, Ivlieri,. 
Bahraick, Gonda, Basti and Gorakhpur. 

556. System of forest contracts . — The trees in the Tarai forests are- 

sold by auction., generally before the end of August. Ten per cent, of the 
price is realised on the spot as earnest money and the rest is paid in. 
three instalments. Contractors who are not known to the Forest 
department or who are residents of Indian States have to pay 20 per 
cent, as earnest money. The contractors engage sawyers who are paid 
an advance; these men hail mostly from Gorakhpur, Delhi, Bohtak and 
Alrnora districts. The wages of Delhi sawyers are Es. 50 to Es. 55 per 
month according to outturn (4 c.ft. to 7 c.ft. a day); the hill sawyers 
receive Es. 26 to Es. 35 per month. The forests must be cleared by June; 
sawing must be finished in March. The coolies and cartmen engaged 
in carrying timber to the railhead are paid on delivery of goods at the 
destination. * 

557. The forest contractors’ financial operations are as follows : — 

(1) Earnest money is paid out of their own capital. 

(2) Money for making advances to sawyers in October is sometimes,, 
but not usually, borrowed. 

(3) Money for transporting rations to the forests is usually borrowed. 

(4) The first instalment in November is usually paid with borrowed 
money. 

(5) Money is usually borrowed to pay for carting and labourers’ 
wages at the beginning of the season (December to April) : later these 
charges are met from sale-proceeds. 

(6) To pay the second instalment at the end of January, contractors 
generally borrow a part of the money required, or the whole of it if the 
market is slack. 

(7) The third instalment is paid, and the accounts of the workmen 
are finally settled, out of sale-proceeds. 

Money is badly required in March, but is repaid before the end of 
June. . . ; : A. A ; 

Thk system in the hill forests is similar, except that the contract 
runs there for a longer period and money is employed for about eighteen 
months. 

558. The rates of interest which these contractors pay are generally 
18 to 48 per cent, per annum when money is borrowed in November 
and not repaid till the work is finished, and 24 to 48 per cent, for short- 
period loans, i.e., one month or under. Some of the richer contractors 
are financed by indigenous bankers and commercial banks at rates vary- 
ing from 9 to 12 per cent. Money is advanced on the personal security 
of the borrower. The credit facilities available for these contracts are- 
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inadequate. The reason is that the contractors require large sums and-'; 
have littlp security to offer. They hold large stocks of timber, but must" 
sell before they can repay their debts. Licensed warehouses at suitable- 
railheads would possibly solve the difficulty since the warehouse warrant: 
could be used as security : but the timber must necessarily be first: 
insured. 

II. — Provincial Board of Economic Enquiry. 

559. Rural reconstruction , the 'problem of the future. — Our study of 
the economic conditions of the province has convinced us of the pressing:' 
need for improving the lot of the peasant. Lord Meston once said that: 
the province bad large arrears of administrative progress to make up.. 
Nowhere is this more true than in the rural areas. For the next decade 
at least, the most important administrative problem for Government’s- 
solution will be rural reconstruction; its most important financial pro- 
blem will be the readjustment of its expenditure so as to secure it;. 
Co-operation, agriculture, industries, primary education, rural sanitation, 
all alike will require a much larger share of the provincial revenues than 
they receive at present; and a share, moreover, which for many years 
will tend to increase. 

560. The need for economic data . — But if Government is to embark: 
on a policy of rural reconstruction, and in the process to avoid waste > 
then it will require more and better economic information than is at 
present available. Data of considerable value are to be found in such 
publications as settlement and rent-rate reports, and the annual reports 
of such departments as Agriculture, Co-operative societies and’ Irriga- 
tion. But these data are not complete, still less correlated or analysed. 
Again, there have been few surveys of the economic condition® either 
of countryside or town, and no detailed study of such problems as rural 5 
indebtedness or transfers of agricultural land. A few university gradu- 
ates have, in the course of their studies produced valuable theses embody- 
ing the results of local inquiries in individual villages. But bath the' 
scope and the amount of the work which such students can do are- 
limited. Extended so as to cover the entire province and multiplied a 
thousandfold, they might serve as the basis of a constructive policy. 
But to base such a policy on the material at present available will be- 
to run the grave risk involved in generalizing from insufficient particulars, 

561. Facilities for collecting economic data and making economic- 
enquiries .—During the course of our present enquiries we have had to* 
enlist the assistance of various departments to collect for us the facts* 
and figures which we required. We were struck both by the quality off 
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-the material thus supplied to us, and the rapidity with which it was 
collected. There is no doubt that had we not been working against time 
and had it been possible to allow us even another six months in which 
to prepare our report, we could have trebled or quadrupled our intensive 
-surveys, and presented actual figures where we have had to content our- 
selves with estimates. "We - are convinced that with the existing staff;., 
it would be possible for Government to collect in a relatively short space 
■of time all the economic data that it could possibly require; and once 
.collected, it could, with equally little difficulty, keep its statistics up to 
.date. What Government lacks is an organisation to see firstly , that 
these data are regularly collected, and that all requisite economic enquiries 
.are made; and secondly , to collect and tabulate the data, and to present 
the results of the enquiries in convenient form. In short, it requires an 
organisation which will combine the duties of a statistical bureau and a 
department of economic enquiry. Such organisations are common in 
other countries. In this country, so far as we are aware, there is only 
one, namely, the Board of Economic Enquiry, in that progressive prov- 
ince, — the Punjab. The Punjab Board was formed in 1919. It has 
named out a large number of village surveys and collected information 
on such varied subjects as the size and distribution of agricultural hold- 
ings, the rates of food consumed, mortgages of agricultural land, farm 
accounts and family budgets. It has provided a mass of useful data 
■which serves a double purpose, of providing Government with the in- 
formation which it requires to pursue a constructive economic policy, 
and of creating a well-informed public opinion on all economic matters. 
By enlisting the aid of all those who are interested in economic ques- 
tions, whether officials or non-officials, university theorists or practical 
experts^ the Punjab Board has acquired the authority and influence of ah 
institute of economic research. 

562. Proposed Board for the United Provinces. — "We strongly -urge 
that a similar board be constituted in this province. We have already 
described in outline what its functions ought to be. We need not repeat 
.that description, still less need we fill it in in detail. We need merely 
•add that its work must be of a practical rather than a theoretical nature, 
and that its main function should be to supply, or obtain for, any de- 
partment whose ultimate duty is to develop the economic resources of 
the province, any data that it requires for the formulation of any parti- 
cular scheme, and to offer to such departments its advice in all economic 
■matters. 

563. Constitution oj the board. — "We have so far spoken of a 
"‘board. ” But- that board must be linked to, and form part of, a very 
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definite organisation. At the head of that organisation there should be* 
a full-time 0 chairman, official or non-official, provided that he is- 
a man * who is both of standing and experience, familiar with, 
the handling of statistics, and well-acquainted with the economic* 
conditions of the province. The post should not be reserved: 
for any particular service or department; the best man should be selected, 
whoever he may be. There should also be a secretary with similar 
qualifications. The secretary’s post, like the chairman’s, should be open 
to any department. 

The office staff should consist of a few cl.erks including (since 'there- 
will be" much writing to be done) two stenographers; together with two" 
statistical clerks. These clerks should be specially selected, since the- 
statistician if he is to be successful must possess sufficient knowledge to 
enable him to understand the import of his figures. Both therefore* 
should hold an M.A. degree in Economics, and should be paid accord- 
ingly. ^ 

564. Membership of the board . — The constitution of the board is a 
matter on which opinions differ. Some would prefer a board comprising* 
representatives of every conceivable economic interest, whether that in- 
terest be official or non-official. But a board so constituted would be hope- 
lessly unwieldy. In practice it would be wholly inactive, leaving all work, 
to its office-bearers. It would in fact justify the caustic definition of a, 
board, conference or committee as being “a noun of multitude signifying- 
many but not signifying much.” We propose that the board should be- 
a small compact body which may, however, when desirable, increase its 
membership by co-option, of persons especially well-acquainted with the- 
subject which is at the moment under discussion. We would restrict the. 
membership to fourteen, excluding the chairman, as follows* 

(1) Officials . — The Directors of Industries and Agriculture; the 

Registrar of Co-operative Societies; either the Settlement* 
Commissioner or an ex-Settlement Officer, and a represen- 
tative of the Finance department. ^ 

(2) One representative of each of the two Chambers of Commerce,. 

namely the Upper India and the United Provinces Cham- 
bers. 

(3) Two representatives of the five universities. 

(4) Three non-official members to be elected by the Legislative* 

Council. 

(5) A joint-stock banker and an indigenous banker. 


( 3 ) In the initial stages it might be convenient to make the post part-time, but we are- 
convinced that it cannot remain part-time for very long. 

♦See also page 357. 
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'The officers mentioned would be ex officio members. The term of non- 
.official members should be three years. The representatives of the five 
.universities would be elected in rotation from the economics and com- 
merce departments by the relevant faculties; the bankers would be 
^nominated by Government. 

§65. Sub-committees . — We propose that the board should work 
mainly by sub-committees. Whenever any particular line of investi- 
gation is suggested, or the report of such an investigation is to be con- 
sidered, the work should be entrusted to a sub-committee consisting of 
the official member most concerned, at least one member of the* Legis- 
lative Council, and at least one other member. In all cases those mem- 
bers should be selected that have special knowledge of the subject under 
-discussion. The decision of this sub-committee should be final in all 
matters appertaining to that subject. The board itself should meet at 
least once a quarter to consider a report showing* the work actually 
.accomplished, to decide such questions as the printing of any material 
-available, and to suggest further lines of enquiry. Both the board and 
•the sub-committee should have the power of co-option mentioned above. 

566. Relations with Government . — The relations between the Board 
of Economic Enquiry and Government should be the same as at present 
exist between the United Provinces State Medical Faculty and Govern- 
ment. They should receive a lump-sum grant-in-aid, covering all the 
board’s expenditure with the exception of the pay of the officers and 
staff. This would, we understand, avoid the lapse of unspent balances 
in a particular year. The accounts of the board, however, should be 
r subject to audit by government auditors. 

567. If we are right in our view that for the next ten years at least 

the most important problem which Government must tackle is the pro- 
blem of rural reconstruction, then we consider the creation of such a 
'board imperative. ^Without it Government wall be hampered at every 
Turn in any economic policy that it may pursue. It would be in the 
position of an army which goes into the field without an arsenal behind it 
To provide it with ammunition. And the best time for its creation is 
now; for our evidence contains much material that we have not ourselves 
been able to use, and suggests many lines of research which we have not 
:been able to pursue. That material will lose much of its importance with 
* time. • - ' 

Finally, the decennial census -operations are about to commence. We 
have used the census figures freely, but we also found that much inform- 
ation was not available, which the census authorities could have supplied 
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without difficulty had they been asked to do so in time. It is as well 
not to let another census pass without securing that material; and a board 
of economic enquiry w T ould, if constituted, be the proper authority to 
negotiate with the census department in such a matter. 
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CHAPTER XIV. 


Summary op recommendations. 

{References are to paragraphs.) 

Our conclusions and recommendations* may he summarized as; 
follows : — 

Chapter V. — Agricultural marketing. 

1. The co-operative societies should be employed for the purpose* 
of marketing finance and thus the cultivator’s power of holding up stocks 
should be strengthened (259). 

2. Merchants should introduce trade muddati hundis instead of the 
present book credits (259). 

8. The practice of supporting darshani hundis with railway 
receipts should be extended (259). 

4. Such defects as the following can only be cured by legislation 
or administrative regulation : — 

(a) The use of a variety of local weights or measures; 

( b ) false weighment; 

(a) the levy of a variety of incidental charges and imposts; 

(d) the absence of grading; 

( e ) the secret settlement of prices (262). 

5. Government should initiate an enquiry with a view to intro- 
ducing standard weights and measures (264). 

6. After necessary enquiry legislation should be undertaken to 
establish regulated general markets as recommended by the Royal Agri- 
cultural Commission (267). 

7. By far the most important suggestion is the introduction of co- 
operative marketing societies (268). 

8. The expansion and improvement of farming imply improved 
storage facilities, but grain elevators or licensed warehouses will not be 
required for some years to come (269). 

9. When warehouses are established, the late Mr. Madan’s draft 
Rill (Appendix to Chapter V) may be taken as the general basis, but 
the warehouseman should not be permitted to deal in or lend money on 
goods of the kind that are deposited in his charge and the grading 
officer must be entirely independent (270-271). 
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10. For various reasons it is neither possible nor desirable for Gov- 
ernment to manage the proposed warehouses, They should be managed 
through private enterprise (272-273). 

11. In the circumstances the beopari is and will continue to be 
an indispensable feature in rural economy, but the sooner he can be 
done away with the better for the producer (275). 

Chapter VI. — The present situation in respect of co-operation. 

12. Facile credit without adequate training of the people in its 
use is dangerous. What is needed is not a large number of societies 
scattered all over the province, but concentrated effort in one or two 
selected areas (289). 

13. The new class of supervisors under the provincial supervising 
union should make for the better education of the members and the 
better supervision of the societies (290). 

14. Since co-operation for its success must have the right spirit and 
atmosphere, ordinarily societies for rural reconstruction and better living 
should precede credit societies or at least the two should be started 
side by side (291). 

15. Detailed enquiries should be made forthwith in different local- 
ities to ascertain the credit needs for productive purposes of different 
classes of cultivators, the time of such needs and how they are met at 
present (292-293). 

16. Co-operative societies should only provide short-term and in- 
termediate loans for productive purposes; they should not ordinarily 
give long-term loans or loans for unproductive purposes. Long-term 
loans may be obtained from the land mortgage banks referred to later 
(294-295). 

17 No reduction in the present rates of . interest charged by co- 
operative societies is possible. The suggestion to give a portion of the 
reserve fund to members who leave the movement is equally out of the 
question (296). 

18. The societies should ordinarily consist of persons of equal 
status, and keep out undesirables. In cases of default immediate and 
drastic action should be taken. To make this possible the co-operative 
staff should be empowered to apply for an award (as in the Punjab) and 
a society’s claim, as recommended by the Maclagan Committee, should 
be converted to a first charge, but only when a society provides full credit 
facilities including the liquidation of a member’s outside debts. Further,, 
in respect of advances for the purchase of cattle, etc., such societies 

22 
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should have a first charge not only against the cattle purchased, hut 
against the agricultural produce as well. The transfer of holding to A 
sub-lessee should also be impossible without the consent of the society!. 
Attachment of property before the award is actually obtained should 
also be permitted so as to prevent dishonest transfers, as soon as arbi- 
tration is applied for (297-298). 

19. Efforts should be made to encourage conscious savings in years 
of plenty for use in times of scarcity (299-300). 

20. When crops are bad postponement should be given as soon as 
possible and not delayed till the demands have fallen due (301). 

21. To ensure that loans be made promptly, the existing procedure 
in connexion with the advance of loans to societies by central banks 
should be simplified. But the difficulty of distance is a serious one. 
The post offices can facilitate the remittance of funds by foregoing the 
whole of the money-order fees instead of only three-fourths as at present 
and by permitting the opening of current accounts and their free transfer 
from a head post office to any of its branches. But the best solution 
would be the formation of moneylenders’ co-operative societies, lending 
to primary societies in the neighbourhood and not to individuals (302, 
also 475). 

22. The co-operators 'should carefully study the village money- 
-lender and his methods and utilise his knowledge and experience to the 
best advantage (303, also 474). 

23. As an experimental measure, societies for the purchase of agri- 
cultural requisites and the sale of agricultural produce should be started 
in one or two selected areas and aim at the inclusion of the village 
hernia. After individual societies have acquired sound business methods 
they can combine into a central organisation and arrange for group 
marketing through a local expert (304). 

24. At the same time co-operative societies of small traders should 
be formed (305). 

It would be desirable to form a marketing department which should 
study all marketing problems, organise trading societies and assist in 
the establishment of open and regulated markets, particularly for the sale 
of principal crops (306). 

. 25. In order to enable co-operative banks to get into closer touch 
with the money market a provincial co-operative bank should be estab- 
lished (308). 

. 26. The law relating to audit should be suitably amended so as to 
empower the auditors to correct balance-sheets and permit their public- 
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ation only when they are certified to be correct; to enforce other audit 
suggestions and provide for the appointment of a committee of enquiry in 
serious cases; to hold the bank managers and directors personally liable 
for any losses caused through their neglect or imprudence; to include 
sections 50- A and 60 of the Bombay Act, which d^al with wilful neglect 
and the wilful furnishing of false information by a society, officer or 
members; to require the employment by banks of staff licensed by the 
provincial bank (309). 

27. The provincial bank must have the services of a banking ex- 
pert as its general manager who should give advice both to banks and the 
department on all technical financial matters (310). 

28. To encourage thrift special societies must be formed and the 
.co-operative banks should give them special terms and facilities. The 
latter should encourage saving directly by offering attractive terms 
for fixed deposits add additions to them, however small (313). 

29. Co-operative banks should maintain small cash balances and 
invest their surplus money. Reserve funds should not be pledged save 
in exceptional circumstances to meet a special emergency and for a 
•limited period. Provision should be made for bad debts and the balance- 
sheets should reveal the real condition to the public (314). 

30. All the income of a co-operative society should be exempt from 
income-tax (315). 

31. Other concessions suggested are the following, of which the 
last is most important : — 

(1) the debentures of provincial banks should be included in the 

list of trustee securities; 

(2) the Court of Wards and District and Municipal Boards should 

be permitted to deposit their money in co-operative banks; 

(3) the co-operative societies should be exempted from court-fees 

as they are from stamp duties; 

(4) the present restrictions against the advancing of taqavi to 

co-operative societies should be removed and taqavi should 

be given to or through them -whenever practicable (316- 

317). 

Chapter VII. — The present legal situation in respect of debt. 

32. There is no case for an extension of the Bundelkhand Land 
Alienation Act to the whole or any other part of the province. A further 
and fuller enquiry is required to obtain complete information (320, w also 
243). 

33. Equitable mortgage by~ deposit of title-deeds should be made 
‘legal in the province, as it is in presidency and port towns and also in 
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the Punjab. Further, a mortgagee should be empowered to transfer his 
interest in the mortgage to • his creditor by a mere deposit of . the title- 
deed. ' 

Every usufructuary mortgage should, as recommended by the Eoyal 
Commission on Agriculture, bear on its face the date of its final redemp- 
tion (321). 

34. The existing provisions of the insolvency law, if carefully 
administered, are sufficient to deter a debtor from misusing it. Special 
insolvency judges may be appointed where insolvency petitions are 
numerous (322) . 

35. The principal defect of the Usurious Loans Act is the absence 
of any definition of usury (323). 

36. The Civil Procedure Code should be so amended that courts no 
longer have discretion to reduce the stipulated rate of interest after the 
date of the suit unless the rate is “usurious” (324). 

37. The possibility of avoiding delay in suits and in realisation of 
decrees should be examined and if necessary the number of judges should 
be increased (325). 

38. Judges should be armed with greater power to prevent and 
punish any abuse of the facilities provided by law (326). 

39. The ex-proprietary or occupancy tenant should be given the 
right to mortgage (but not otherwise transfer) his holding, (1) for a 
period not exceeding twenty years, (2) only to a land mortgage bank 
or co-operative credit society; and the landlord’s superior right should be 
recognised by giving hjm, in case of enforcement of security by sale, the 
first right to purchase the equity of redemption. 

But it is impossible to give a statutory tenant even a restricted right 
of transferability. Since, however, purchase of an occupancy right 
is legally permissible, a land mortgage bank should be permitted to 
lend to a statutory tenant the money necessary for that purpose, on the 
security of the occupancy holding which he will thus obtain (333) . 

— Recommendations concerning stamp duties and bills are made in Chapter XT, 
and those concerning the taqavi loans in Chapter VIII.) 

Chapter VIII . — Possible remedies in the present system of agricultural 

credit, 

40. The financial position of the peasant can be improved in only 
two ways: (a) by increasing his income; (6) by decreasing his expendi- 
ture:— 

(1) There are numerous small-scale occupations available to a 
peasant, either as a substitute for agriculture or as supple- 
mentary to it. 
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(2) Emigration is another remedy, but the people themselves may 

be left to apply it. 

(3) Additional cultivation is desirable, but there is little fresh 

soil available 'in the province, especially in those areas where 
it is most required. 

(4) New money-making crops, such as fruit-growing, should be 

tried. 

(5) Intensive cultivation in the sense of growing better crops of 

the same hind has already yielded and is bound to yield 
good results (345). 

(6) Reduction in expenditure of a cultivator whose standard of 

comfort is miserably low 7 can be effected in only one of two 
■ways : (1) by borrowing less, especially for unproductive 
purposes; (2) by borrowing at lower rates. The best 
remedy is education — not merely literacy but the develop- 
ment of mental powers, and such education can best be 
imparted by the co-operative movement in which the 
leaders must come from the people, preferably from the 
peasants themselves (347 — 349). 

41. In order to provide long-term credit, a land mortgage bank 
should be established based on a combination of co-operative and joint- 
stock principles. The bank's shares should be open to the public for 
subscription, but any person who may desire to borrow 7 from it must first 
acquire an interest in it by purchase of its shares. There should be only 
one provincial land mortgage bank with a limited number of branches in 
important places, each operating in a separate area and agencies subordi- 
nate to each branch, wherever need for an agency exists (350 — 356). 

42. The operation of the Agriculturists’ Loans Act need not be 
confined to occasions of distress (3571. 

The administration of the Act can be freed from defects in the 
following ways; — ' \ 

(a) Preliminary enquiries about the need of taqavi loans should be 

conducted without avoidable delay by responsible officers 
and the recipients selected should, of course, he those 
wiiose need is greatest. 

(b) Distribution of taqavi should be prompt and not delayed till 

the time for its profitable spending has passed. 

(c) Taqavi may best be distributed through co-operative societies, 

panehayats and failing both of them through the land- 
lords. 
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(d) Becovery of taqavi advanced in times of distress should in- 
variably be effected not in one instalment but in two, the 
second of which should be a full year from the first (358). 

48. The Land Improvement Loans Act needs to be advertised, but 
if a land mortgage bank is instituted it should provide all the long-term 
credit that is required (359). 

Chapter IX. — Organisation and finance of small rural industries. 

44. There is a future for scientific fruit farming, but if it is ever to 
be developed, the Agricultural department must give the lead both by 
demonstration and precept (368). 

45. Much has been done to improve poultry farming, but much more 
remains to be done in the way of propaganda and demonstration in the 
countryside (370). 

46. There are great possibilities of the expansion and extension of 
various industries in the province, if advantage is taken of modern 
methods and improvements, especially the use of power. The Industries 
and Co-operative departments can render valuable service by making 
experiments, giving expert advice, obtaining suitable tools and advertising 
the wares (371 — 374). 

47. The finance of small rural industries is not distinguishable from 
rural finance generally. The co-operative movement must include both 
within its scope (375). 

Chapter X . — Organisation and finance of small urban' industries. 

48. Co-operative societies, both for the supply of credit , raw materials 
and tools and for the disposal of products are capable not only of increas- 
ing the prosperity of such industries as still flourish but of reviving those 
which are moribund, provided the artisans have first been educated in 
the principle of co-operation. This is a useful field of activity which 
should be explored by the Co-operative department (400-401) . 

49. The task of financing the co-operative societies of artisans, 
middlemen and karkhanadars must be entrusted to an industrial bank 
which' whatever its type, must sooner or later create branches at 
convenient centres and make agency arrangements in others (402 — 404). 

50. The Arts and Crafts Emporium at Lucknow 7 should be re-orga- 
nised so that (1) it may serve as an intelligence bureau in commercial 
and technical matters to the industries themselves and to the trade; (2) 
it may assist in the introduction of approved designs prepared by the 
School of Arts and Grafts; (3) it may adequately advertise all artistic 
products and (4) it may act as the headquarters of a system of sale 
depots in all industrial centres of the province and possibly a,lso in the 
major towns of other provinces and even abroad (405). 
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51. Advertisement of industries is essential but organisation. .must 
come first. Advertisement may follow when it is safe to advertise (406b 

* Chapter XL — Indigenous finance . 

52. Efforts should be made to mend and not end t-lie indigenous 
bankers. The following lines of advance are open and it is for the 
bankers to decide by which road and at what speed they will move 
(459) : — 

(1) The transformation of indigenous bankers into private limited 

companies (460) . 

(2) The amalgamation of the business of local indigenous bankers 

into joint-stock banks (461). 

(3) The establishment of what are known in Germany as 

■ ‘Commandit’’ principle banks (462-463). 

(4) The appointment of indigenous bankers as agents of joint- 

stock banks or of the Reserve Bank (464-465). 

(5) The formation of a co-operative bank of indigenous bankers 

(466). 

(6) The adoption of bill broking as an integral part of the indigen- 

ous banker’s business (467). 

(7) The re-organisation of indigenous bankers on modern, lines 

(468—471). 

53. Efforts should also be made to regulate the moneylenders 5 

operations and safeguard the interests of their clients; to do away with 
the moneylender is impossible (473>: — . . _ 

(1) Moneylenders should be induced to join co-operative societies 

on condition that they cease lending privately to the 
members of such societies (474, also 303). 

(2) Experiment may be tried of the formation of co-operative 

societies of moneylenders which should lend to the primary 
societies and not to individuals (475, also 302). 

(3) A scheme of licensing moneylender^ is suggested but is open 

to several serious objections (476). 

(4) Legislation on the lines of the Punjab Regulation of Accounts 

Act is designed to prevent the preparation of irregular or dis- 
honest accounts, but such accounts in the province are 
rare and in the existing circumstances of illiteracy etc., the 
legislation seems of doubtful value (477). 

<5» The village moneylender himself requires education. JVith 
the competition of new credit agencies as proposed else- 
where he is bound to mend -his ways (478). 
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54 . Miscellaneous recommendations : — 

(1) The use of bills of exchange — muddati Jiundis — should be en- 

couraged by both bankers and banks (479). 

(2) The stamp duty on bills payable within six months after date 

should be reduced to the level of the duty on demand 
promissory notes; whilst bills payable within 30 days should 
become duty free (479). 

(3) The formation of a Provincial Bankers’ Association is strongly 

recommended (479). 

(4) Joint-stock banks should allow indigenous bankers to over- 

draw for short periods on the security of equitable mort- 
gages (479). 

(5) The central bank should be empowered to accommodate in- 

digenous bankers by discounting their Jiundis either (1) at 
the same rate as the joint-stock banks, if. they keep a mini- 
mum current account with the central bank or (*2) at 
a slightly higher rate if they do not (479). 

(6) Various market practices relating to Jiundis should be standard- 

ized (479). 

(7) There should be no restriction, legal or customary, on the use 

of vernacular scripts (480). 

(8) Cheques and pass books should be issued in the vernacular as 

well as in English (480). 

55. For the co-ordination of credit agencies a Central Bank, such as 
recommended by the last currency commission, with a branch in each 
province and an agency or sub-agency in each district is essential (481). 

Chapter XII. — Investment habit and attraction of capital . 

56. There appears at present to be neither need nor strong demand 
for a stock exchange (503). 

57. In the matter of post office facilities : — 

(a) The present annual and maximum limits for savings banks 

deposits may be raised to a reasonable amount, not exceed- 
ing double the present figures; 

(b) the agency of joint-stock banks should be used on a commer- 

cial basis to sell post office cash certificates; 

(c) up to a maximum limit in any case, cash certificates should 
r r be made negotiable (519); 

. id) cash certificates should be widely advertised through village 
propaganda (520);. 
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(e) money order rates should not exceed double the Imperial 
Bank rates for remittances (521, also 509); 

* (f) a rupee postal order of the same type as the sterling* postal 

order should be introduced (522) ; 

(g) post office cheque accounts may be tried in places where 

modern banking facilities do not exist (528) ; 

(h) travellers’ letters of credit should be issued and their use 

encouraged (523); 

(i) the postal insurance scheme may be extended to rural areas, so 

long as private insurance companies are not there 
(524); but 

(j) no such suggestion should be given effect to as is likely to in- 

volve, on balance, further expense to the State (525). 

58. The restrictions on currency transfers may be relaxed in two 
directions : (a) t-hfc treasury officer may be empowered to issue any 
number of currency transfers and supply bills to any number of appli- 
cants, up to a certain limit of amount over a certain period; ( b ) these 
documents may be issued also at such sub-treasuries as are located in 
centres of trade which possess no other remittance agency save the post 
office (526). 

59. The issue of a gold saving certificate paid for in gold and. re- 
deemable either in gold or in legal tender money is recommended (528). 

60. The existing banking facilities being unequally distributed, 
diffusion and not competition should be the aim in opening new banks 
or branches. In places where there is not sufficient business for a 
branch, temporary branches and periodical “counters” would be of great 
advantage (529' — 532). 

61. Suitable banking legislation and the appointment of government 

bank examiners may prove at present possibly the best means of 
strengthening the banking system and stimulating the banking* habit 
(533). ‘ 

62. There should be local clearing houses in large towns mud a 
large provincial clearing house at Cawnpore -which should act as a country 
clearing house. 

In the existing conditions of the country a clearing house might also 
-act as a bill collecting agency (534). 

63. The institution of the Reserve Bank is recommended, but if it 
is established it would modify several suggestions made above, via. : — 

(a) the Reserve Bank wall provide all clearing house facilities; 

(5) supply bills and currency transfers will cease to exist and the 
Reserve Bank will provide necessary remittance facilities; 
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(c) a branch or agency of an approved bank will come into exis- 
tence in every place where there is a currency chest. The 
Reserve Bank will thus lead to the much desired diffu- 
sion of banking throughout the province (535). 

Chapter XIII —Miscellaneous. 

64. Tibetan trade . — If the Bhotias could be organised under the co- 
operative system, they would have no difficulty in obtaining cheap and! 
sufficient credit (551). 

65. Nepalese trade . — What the traders in Nepal need most is not 
finance but protection from robbery. They should also be permitted to* 
purchase land in Nepal (554). 

66. Timber trade . — Licensed warehouses at suitable railheads would 
enable the contractors to get sufficient credit on the security of their 
stocks of timber (558). 

67. Board of Economic Enquiry . — To provide the development de- 
partments with all facts and figures necessary to enable them to carry 
out their special duties and specially those connected with village recons- 
truction a Board of Economic Enquiry is urgently required in the pro- 
vince (562). 

The Board should be a compact organisation with a permanent 
wholetime Chairman and Secretary and the . following members viz., 
Directors of Industries and Agriculture, and Registrar of Co-operative So- 
cieties, either the Settlement Commissioner or an ex-settlement officer, a 
representative of the Finance department, one representative of each of 
the two Chambers of Commerce, two representatives of the five Univer- 
sities, three- non-official members of the Legislative Council, a joint- 
stock banker and an indigenous banker (563-564). 

The Board should work mainly by sub-committees with power of 
co-option. The Board should receive a lump-sum grant-in-aid besides 
the pay of officers and staff (565-566). 

(Signed) E. A. H. BLUNT, 

- Chairman. 

Gr. S. UPADHYA 
RADHAKAMAL MUKERJEE; 
B. T. THAKUR, 

MOHAN LAL SAH, 

MOHAN LAL. 

LAKSHMI DAS. 

(Signed) L. C;. JAIN, 

Secretary. 

Dated August 1, 1930. 
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Alternative opinions by Dr s Radhakamal Mukerjee on certain points. 

[Note : —These notes were received so late that it has been necessary to print 
them at the end of the vo la me instead of at the end of the appropriate 
chapters.] 

I . — Indebtedness and the uneconomic holding. 

Our returns of debt show that the majority of tenants and peasant 
proprietors in the province possess holdings which are below the 
minimum economic size necessary to support the cultivator and his- 
family. These also indicate that holdings smaller than 5 acres bear a 
heavier burden of debt in relation to their capacity for repayment than 
bigger holdings. In the absence of definite figures showing separately 
the number of debt-free within each class of holdings such as those 
below or above 5 acres, to apply the average 46 per cent, of debt-free' 
arrived at by lumping together holdings of different grades seems to me 
open to objection. The average will vary according to agricultural condi- 
tions, and caste and customs, but the most important factor in govern- 
ing the proportion of debt-free is the size of the holding itself. 

Working on the same basis and set of figures of the report, we obtain 
for the district of Lucknow, where our own estimate of debt-free is 37" 
per. cent., the following data : — 

Number of holdings in Lucknow district. 

Group I* Group IX. Group III. Group IV. Total number .. 

Indebted amounting to 701 320 94 8 1,123 

63 per cent of total. 

Total .. 1,112 508 149 18 1,782 

In the South Central tract which comprises Lucknow district, the 
average holding is 5 acres and the minimum economic holding is nearly 
of the same size. We can, therefore, conclude that the cultivators of 
the first group, representing 62*3 per cent, of the total number, can; 
hardly make both ends meet, while those of groups II, III and IV, 
totalling 37*7 per cent., may be regarded as well-to-do. Accepting the 
figure that 37 per cent, of all the groups on the average are debt-free, 
we find that (a) of 37*7 per cent, of the well-to-do cultivators only 13'* 
per cent, are free from debt, and (b) of 62 ‘3 per cent, of the cultivators, 
possessing holdings at or below the minimum economic figure, a 
maximum of only 23 per cent, can be free from debt. Lucknow* is less' 
prosperous than many Otidh districts and there is probably a large 
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amount of litigation., but Lucknow no doubt offers far better opportuni- 
ties of subsidiary non-agricultnral occupation as. well as vegetable garden- 
ing than many districts of the province. If Lucknow cannot “show a 
percentage of debt-free due to subsidiary employment of more than 23 
per cent., it is doubtful whether 26 per cent, of the small holders of the 
province at or below the minimum economic figures are free from debt 
“by reason of subsidiary occupations/’ (paragraph 192). 

Our own statistics of debt-free, as has been pointed out in the 
report, “are generally smaller than the settlement figures”; while some 
of the intensive surveys of villages show also considerably smaller figures. 
And thus 46 per cent, of debt-free on an average for all grades of holdings 
for the province due to subsidiary employment and other factors, appears 
to me too high an estimate, particularly ’for undersized holdings. 

Besides Table V (Indebtedness according to gize of holdings) 
appended to Chapter IV shows that the number of indebted on holdings 
less than 5 acres actually forms more than 50 per cent, of the total 
number of indebted tenants and peasant proprietors. While 56 per 
.cent, of all tenants and peasant proprietors possess holdings either at or 
below the minimum economic figures. 

It is also doubtful whether a considerable proportion of these' 
smaller holders possess sorrfe subsidiary non-agi^icultural occupation. 
‘The Census statistics show that the number of cultivators who have 
some subsidiary occupation to supplement their resources varies consider- 
ably in different parts of this province. Excluding the Gorakhpur divi- 
sion, the proportion in the province is only 11*5 per cent. For the 
province as a whole the number' of cultivators who have subsidiary oc- 
cupations is 1,579 per 10,000 or roughly 16 per cent. The corresponding 
figure for farm hands is 1,940 or 19 per cent., but only 6 per cent, of the 
farm hands cultivate. Except in the case of artisans who combine their 
•crafts with farming many of these subsidiary occupations are not remu- 
nerative enough under the existing system of communications and 
marketing, while all share the vicissitudes of agriculture in favourable 
years when those who possess uneconomic holdings, and who can hardly 
keep their heads above water in ordinary years are in distress. Thus not 
only the relative burden of debt but also the number of the indebted are 
the largest among those small holders whose holdings are below the size 
of the economic unit, while freedom from debt in the case of 
many^small holders simply implies that they are not credit worthy. 

Among those who are debt-free and who are excluded from our 
returns are the landless classes, whose number is not inconsiderable. 
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They may be debt-free though they are far worse off than many in debt.. 
As agriculture is their chief if not only occupation, they cannot be dis- 
regarded in the study of agricultural indebtedness. In fact one of the- 
surest indices of the burden of debt on peasant proprietors and tenants, 
is furnished by the proportion of landless classes in a country. 

The differences between the size of the average holding and the* 
minimum economic holding, tract by tract, as given in chapter II, 
paragraphs 58 — 84, seems to me the best rough and ready measure off 
the relative proportion of indebtedness. This difference is on the 
increase in most districts due to increase of population and progressive* 
fractionalizatioii of holdings. In one district 37 per cent, of holdings are 
now 2-J- acres or less. Sixty years ago the figure was 23 per cent. The 1 
minimum economic holding lies there between 4 and 5 acres. On the* 
whole the correspondence between the number of holdings below the* 
minimum economic unit and proportion of indebtedness is, in my opinion, 
much closer than appears in the chapter. 

In this connection it may as well be pointed out generally that the 1 
question of agricultural indebtedness is to be studied as a w 7 hole in its* 
entire social setting. It involves the consideration of the following : — 

(i) how far agricultural indebtedness is really due to agricultural 

operations proper, or to extra-agricultural causes, such as* 
social and religious customs; 

(ii) how far agricultural indebtedness is reduced not by agricultu- 

ral earnings proper or by earnings from non-agricultural- 
sources /such as the pursuit of select or regional handicrafts, 
small trade etc. 

In the case of (i) it is difficult to divorce the labourer from his ; 
home, family and other social ties and obligations which make up his- 
very life. As regards (ii) iff only demonstrates that agriculture as it is- 
pursued and left to itself is not self-supporting. The relief coming from 
non-agricultural pursuits should not obscure the central fact of agricultu- 
ral indebtedness. 

II . — The BiindelJiliand Land Alienation Act . 

In my view 7 the Bundelkhand Land Alienation Act has somewhat 
reduced credit for the cultivator, but has at the same time reduced his* 
extravagance. The supersession of the non-agricultural moneylender by 
the agricultural moneylender does not make the situation \vorse. * 
Besides, cases of transfer of land from one agriculturist to another are 
not yet numerous enough in Bundelkhand to show the full economic* 
consequences of the new 7 legislation. On the other hand, in most off 
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the districts of the United Provinces, the economic conditions under the 
existing system of free transfer are quite evident and established. In 
Budaun, for instance, the figures supplied by the Settlement Officer show 
that the hereditary cultivator is being fast weeded out by a non-cultivat- 
ing class. 


Year. 

1855 

1855 

1925 


Percentage of theeultivafcecl area. 


Property held by 

Vaishus 

Thafcurs. 

36*0 

9-78 

27-53 

15,53 

21*85 

19*99 


This expropriation cannot always be laid at the door of extravagance 
for which the hereditary cultivator should forfeit sympathy. With fear 
of ejection from his holding, he fast loses all interest in the soil in which 
he was rooted, and becomes a mere tenant -at-will or a sub-tenant, who 
becomes indifferent to the land which eventually deteriorates for want of 
manure and capital. On the other hand, the prospects of the land are 
not brighter under its new owner, who is out of touch with the soil 
both by taste and tradition. He is at best a second-hand cultivator 
interested in monetary returns on the debt, which has brought him the 
land. 


Throughout the province the professional moneylender who thus 
finds himself a landlord has not shown any marked eagerness to improve 
the land by expenditure and better methods. It is also found that the 
process of expropriation is slower with moneylenders who are agricul- 
turist zamindars than with others. In Meerut and Rohilkhand divisions 
•where the land grows valuable money crops, there has been greater 
transfer of land to non-agriculturist moneylenders, than elsewhere in the 
province. Such transfer may ultimately lead to a diminution of the 
share of the agriculturist classes in the benefits of irrigation, and 
generally speaking, in the increased value of land due to improvements 
in recent years. Thus there is a tendency towards a decrease of output 
from land over and above general social unsettlement and discontent 
-caused amongst the expropriated. Nor does any restriction on transfer 
'“run counter to all accepted principles regarding rights of ownership”. 
In fact the general trend of modem agrarian legislation in Central and 
Eastern Europe has been to impose restrictions on mortgage, transfer or 
"sale of small holdings created or reconstituted since the war in different 
countries. The keynote of modern agrarian policy has been the protec- 
tion of the small cultivator through measures securing inalienability and 
on divisibility of holdings. 

& : . at.;. .... 'Vrr 
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I do not agree with the statement that the introduction of a Land 
Alienation Act in any other part of the province “would have most un- 
desirable and even dangerous results”. On the other hand, I am of 
opinion that the increase of transfer of holdings from agricultural to 
non-agricult ural classes is itself a menace to agriculture, and may, if 
unchecked, lead to serious agrarian unrest. This justifies, in my view, 
at- least a further and fuller enquiry on the subject with the object of 
obtaining more recent and complete data than have been available for 
the Committee as indicated in the report in an earlier chapter* (p. 128, 
para. 243). 

There is a strong case for improved land legislation to protect agri- 
culture from some of the evils arising from easy transfer of land. The 
experience, of western countries and also of some parts of India shows 
that restriction of lease, mortgage, or sale, though it may temporarily 
mean an abridgement of credit for the cultivator, does not ultimately 
affect the prospects of agriculture. There is on the whole a greater 
balance of good from the principle of keeping the cultivator to his soil 
and holding as the basis upon which other necessary legal and economic 
adjustments should be built up. Both thrift as well as stabilised 
interest - of the cultivator in his holding gradually improve credit and 
establish it on firmer foundations. Unrestricted transfer in the face 
* of a progressive fractionalization of holdings provides the opportunity 
for the non-agriculturist moneylenders. The unprotected cultivator 
whose land is below the minimum economic figure — and the majority of 
tenants and proprietors of the province possess non-economic holdings — , 
forces up credit and does good neither to himself nor to his land. On 
similar grounds, besides judicious restrictions on transfer, the use of sub- 
leases by tenants as a substitute for usufructuary mortgages, which is 
fairly common in the province, is to be effectively checked. The eva- 
sion of the law should, in my view, be prevented by more drastic provi- 
sions such as those embodied, for instance, in the Central Provinces 
Tenancy Acts. 

III . — Board of Economic Enquiry. 

With regard to the composition of the Board of Economic Enquiry 
I suggest that the representation of the universities be increased from 
two to five members, giving to each university in this province perma- 
nent representation on the Board. The university departments in 
Economics, Sociology and Commerce are directly organising investiga- * 
tions and opening up fields of enquiry on topics that would come within 
the purview of the Board, and a closer association and co-operation bet- 
ween them and the Board will imply a considerable saving both in labour 
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and in cost. The Banking Enquiry Committee has already shown the 
direction in which such co-operation may he profitably arranged by utilis- 
ing the results of some of the field work and special surveys initiated and 
organised by the universities and some of the universities, again, are 
specialising in certain fields of work and collecting valuable and varied 
economic material, which the Board can very well utilise, and they 
should not exclude each other in the matter of representation. Indeed, 
the present tendency is to bring the universities into closer connection 
with the technical departments of administration so as to promote a more 
fruitful combination of theory and practice, science and experience. 

RADHAKAMAL MUKERJEE. 

t 

It is impssible to allow this note* of Dr. Mukerjee to pass without 
comment. Unfortunately it reached the committee so late that it has 
been impossible for me to consult my colleagues regarding it, and I must 
accordingly take the task of comment upon myself. 

2. As I understand the note, Dr. Mukerjee dissents from the view 
that the number of debt-free amongst those tenants who possess un- 
economic holdings (a group corresponding roughly to the group of tenants 
possessing holdings of less than five acres) is the same or much the 
same as the number of debt-free in other groups. He apparently con- 
siders that it ought to be considerably less. It is, however, possible to 
quote actual figures in opposition to this view. The settlement officers 
in three districts (one of which is Lucknow, the district which serves 
Dr. Mukerjee as an example) actually extracted the number of debt- 
free by groups; and in two cases out of the three (including Lucknow) , 
the proportion of debt-free in the lowest group is actually larger than in 
any other, as it also is in all the three districts taken together. The 
figures will be found in evidence, Yol. II, pages 9 and 10. In Lucknow, 
against an average for all groups of 57, the number of debt-free in the 
lowest group is 66. 

Dr. Mukerjee also refers to the census statistics in support of the 
view that the subsidiary occupation is not so common as the argument 
in the report suggests. I have personal knowledge of census statistics, 
having myself been Census Superintendent in 1911; and I put forward 
certain points of which doubtless Dr. Mukerjee is not aware, which are 
opposed to his view. 

; 3. The figures which he quotes are those of persons whose primary 

occupation is agriculture and whose secondary or subsidiary occupation 
is non-agricultural. But these most certainly do not represent the total 
number of agriculturists who also possess a non-agricultural occupation. 

* Indebtedness and the uneconomic bolding, pages 353 — 5. 
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(1) His figure omits ail those- whose primary occupation is non- - 
agricultural, and whose secondary occupation is agriculture. The figures 
can be obtained from table XYII in the census statistics, where they 
are shown in separate columns under the head “partially agriculturists’’* 
This means a considerable addition to the number of tenants and small 
proprietors who have two occupations. 

(2) There are two principal classes of agriculturists, namely the rent- 
receiver and the cultivator. Rent-receivers, of course, consist mainly 
of landlords, but they also include tenants who have sublet a portion of 
their lands; and the total number of agriculturists who either let or sublet 
a part of their land whilst cultivating the rest is considerable. Among 
such persons there are undoubtedly some, and possibly many, who also 
have a third noii-agricultural occupation. Since agriculture in any form 
is regarded as the most respectable of occupations, it is certain that in 
a case where a man iiad two agricultural and one non-agricultural occu- 
pation, he won! d return the first two as his primary and secondary 
occupations and omit the third altogether, — whichever was as a matter of 
fact most profitable. It follows, therefore, that in many instances 
the non-agricultural or subsidiary occupation is omitted altogether. 

(8) The census figures all relate to individuals. We, however, are 
dealing in terms of tenants or holdings. Every tenant has his family, 
every holding supports more people than the tenant himself. It is not, 
therefore, sufficient merely to consider the subsidiary occupation of the 
tenant himself but all the subsidiary occupations of the family; and 
there is no means of extracting that information from the census statis- 
tics at all, as an example will make clear. Let us suppose, for instance, 
that a Chamar tenant with a holding of two acres has a family of a wife 
and two sons. Such a family might, and frequently would, pursue the 
following occupations : — 

(i) Father — cultivator ; agricultural or general labourer; fanner 

and leather worker for his jajmani. Of this, in all pro- 
bability the first two would be recorded and the third 
omitted. 

(ii) Wife — •village midwife for her jajmani. 

(iii) Eldest son — servant of some kind, e.g. as a syce or grass- 

cutter; or labour. 

(iv) Younger son — cattle herd. 

The primary occupation of this family would no doubt be cultivation 
of an (uneconomic) holding, but it would also have no less than five other 
occupations, of which one would probably not be recorded in the census 
tables at all, whilst the other three would be recorded, but under entirely 
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'different heads . The wife would be shown '(curiously enough) under 
class C— Public administration and liberal arts, sub-class Till — -pro- 
fessions and liberal arts, Order 48 — medicine, group 172 — midwives, 
vaccinators, etc. The eldest son would be shown under class D— Mis- 
cellaneous, sub-class X, and Order 52 — domestic service, group 182 — 
private grooms, coachmen, etc. The younger son would be shown under 
Class A — Production of raw materials, sub-class I — exploitation of ani- 
mals and vegetation, Order ID — grazing of farm stock, group 14 — herds- 
men, shepherds, goatherds, etc. In other words, the subsidiary occu- 
pations of a family would often be shown in the census figures as the 
primary occupation of individual members of that family. 

4. It is impossible, therefore, to base any conclusion regarding the 
total number of occupations subsidiary to agriculture on the census 
figures, and the views expressed on the subject in the text of the report 
are in my opinion understated rather than overstate!!. 

E. A. H. BLUNT, 

Chairman, 

United Provinces Provincial Banking Enquiry Committee . 
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Standard questionnaire for provincial banking enquiry committees. 

(The following memorandum is published in order to assist witnesses 
in the preparation of their evidence. It is not to be regarded as 
exhaustive, nor is it desired that each witness should necessarily attempt 
to deal with all the questions raised.) , 

I . — Agricultural credit and credit facilities for small industries . 

1. Describe the present system by which the agriculturist in 
your district or province obtains finance — 

(a) for expenses during cultivation, 

( h ') for capital and permanent improvements, and 
(c) for other special needs, e.g. } failure of monsoon, for land 
revenue, etc. 

What are the rates of interest charged in your district or province 
in respect of advances, the period for which, loans are taken, the nature 
of the security given and accepted (e.g. } standing crops, etc.), and other 
conditions attaching to the grant of such loans? 

Describe the part played in agricultural finance by Government, 
the Imperial Bank of India, the Joint Stock Banks, Co-operative 
Banks, the Indigenous Banks and Bankers, professional moneylenders, 
merchants and dealers, and other organisations giving credit (e.g-, 
companies trading in fertilisers, etc.). 

Can you give an estimate of the total amount of capital required 
for the various purposes stated above for your district or province? 

State defects, if any, in the present system and the reasons for the 
existence of such defects. Do you suggest any remedies? 

Is there co-ordination among the various credit agencies including 
Government, and is there scope for improvement in that direction? 

2. Describe the present method of marketing principal crops in 
your district or province. 

What in your opinion are the possibilities of forming pools and of ^ 
co-operative effort generally in marketing produce ? • 

Describe the credit facilities required for the financing of products 
during marketing and the facilities actually existing. 
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In regard to such facilities is there any special difference as between 
internal trade and foreign trade? 

What is the part played by the different classes of banks and 
bankers and merchants and dealers during the process of marketing? 

What are the existing facilities available to the public, including 
hanks and bankers, for internal remittance? 

State any defects in the existing system and any suggestions for 
improvement. 

Describe the part played by negotiable instruments in the internal 
trade of the province. 

Have you any suggestions to make for the more extensive use of 
bills (e.g., by reduction of duty on bills)? 

What are the different classes of hundis current in your part of the 
country? What are the peculiarities of each. Please give sample 
wording. 

Have you any suggestions for the amendment of the Negotiable 
Instruments Act by which the public and the bankers handling hundis 
might be better protected or benefited ? 

Are hundis emanating from your locality discounted in your local 
centre or are they sent to a provincial centre and discounted there , or 
are they held by middlemen, merchants or commission agents? 

What different kinds of instruments of ownership of goods and 
produce (e.g., railway receipts) and documents are employed for raising 
money during the process of marketing? 

Are any difficulties experienced in the use of these instruments and 
have you any suggestions to make with a view to removing those 
difficulties ? 

What in your opinion are the possibilities of operating licensed 
warehouses in India either on the lines of the system which exists in the 
United States of America or otherwise? 

Do you think there is any need for Government assistance in the 
matter ? 

3. In your district what is the value of land per acre for different 
kinds of crops? >; ■ i: - 

What are the factors affecting such value? In your reply, please 
'distinguish between 

(a) value of land in Government auction for non-payment of 

revenue; 

(b) value of land in the event of sale by court decree; 

(c) value of land in purchase by private negotiation. 
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4. Is there any legal impediment ^ to mortgage of land and 
agricultural holdings in your province? Are there any land mortgage 
banks or agricultural banks in your province or any other banks for the 
provision of long term credit ? 

State what you know of their method of work and of raising 
capital. 

If no such institution exists in the province, suggest the lines on 
which such institutions could be established and worked to the advantage 
of the landholders and tenants of your province. 

Do you suggest any measures for 

(a) improvement in the record of rights and title of ownership 

so as to simplify reference, and to avoid possibilities of 
disputes and counterclaims by parties other than those who 
are the clients of the Bank, 

( b ) simplification of the process of foreclosure and sale by the 

Mortgage Bank in the event of non-payment, 

(c) reduction of costs of reference to the record of rights and of 

registration of records and of the process at law so as to 
reduce the burden on the good constituents of the Bank 
in respect of charges incurred on account of defaulters? 

* Should the working capital of the proposed Mortgage Bank be 
derived largely from 

(a) deposits, 

( b ) funds from central institutions, or 

(c) debenture bonds? 

Should debenture bonds carry any Government guarantee either for 
principal or interest or for both? 

If so, what measures would you suggest to secure Government 
against unnecessary loss? 

On what terms should Agricultural Mortgage Banks raise* monies 
under each of the above-mentioned heads, with or without Government 
guarantee, and on what terms should they lend out money so as to 
cover their expenses? 

Please state any other suggestions for the adequate provision of 
long term credit against sound security. 

5. In order to devise measures for the increase of credit facilities 
to the agricultural classes it is necessary to reach an estimate as accurate 
as possible of the existing indebtedness of these classes. 
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Do you know of any such estimate for a village or a district in your 
province, or for the whole province? 

In what manner can such an estimate be obtained with reasonable 
accuracy? 

In such an estimate please distinguish between — 

(a) the amount of debt with land as security which is in the 

form of a registered mortgage, 

(b) the amount of debt which is concealed in the form of a 

judicial sale to circumvent the provisions of Acts such as the 
Deccan Agriculturists Relief Act, 

(c) the amount of debt which is incurred against any other assets, 

such as the village house, ornaments, ploughs and other 
agricultural implements, crops and produce, or debt which 
is given on the general security of all jhe assets without 
a specific pledge. 

Please state wherever possible the purpose for which the debt was 
incurred, such as 

(a) the repayment of earlier debts, 

( b ) marriage and other social occasions, 

(c) famine and other kinds of distress, 

(d) payment of land revenue? 

(e) growth of the debt by compound interest, interest not having 

been paid, 

(/) seeds and manure, 

■(g) improved agricultural implements, 

(Ji) sinking of wells and agricultural improvements. 

Please indicate also to whom this debt is largely due and whether 
the creditors are Government, Banks, Co-operative Societies, or 
indigenous bankers and professional moneylenders. 

State what you know of the rates of interest charged, the methods 
used for calculating it and for enforcing the payment of the debt. 

Do you think a large number of people who are efficient farmers 
are being turned into tenants for a period, or tenants-at-will through 
the process of the enforcement of the old debts and landed property 
.passing on into the hands of the creditors? 

If 5 this process is going on, does it take away from the actual 
cultivator the incentive to produce more and in an efficient and better 
manner? 
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6. Give some idea of the number r 'of small subsidiary industries 
allied or supplemental to agriculture existing in your province, such as 
rice iruHing, dairy farming, gur making, garden produce, cotton 
ginneries, sugar refineries, hand spinning, etc. 

Can von suggest methods by which any such industries could be 
encouraged and by which the producer might be enabled to get a better 
return for his produce? 

Can you suggest any enterprises which may give employment to 
the farmer during seasons when he cannot make full use of his time 
on his farm and thus enable him to supplement his income and to 
raise Ms standard of living? 

What would be the best method of securing working capital for 
such enterprises? 

What financial machinery do you suggest for this purpose? 

7. State what you know of the relations that exist between the 
Co-operative Banks and the other banks in the country, namely, the 
Imperial Bank of India, the Joint Stock Banks and the Indigenous 
Banks. 

Describe any existing difficulties in the matter of finance in the 
case of Co-operative Societies both in regard to short and long term 
capital. 

Can you give an estimate of the amount of extra capital required 
for financing the Co-operative movement in your district or province? 

Is there any competition in your district or province between the 
Co-operative Banks .and Joint Stock Banks? 

If so, to what extent and in what direction? 

Have 3 ~ou any views regarding the possibility and desirability of 
granting financial concessions in order to stimulate the growth of the 
Co-operative movement (e.g., by extension of special exemption from 
income-tax to genuine Co-operative Societies, inclusion of debentures 
issued by Provincial Co-operative Banks in the list of trustee securities, 
etc.)? 

II . — Indigenous Banking. 

(Note. — By indigenous banking is meant all banks and bankers c 
other than the imperial Bank of India, the Exchange Banks,' Joint 
Stock Banks and Co-operative Banks. It includes any individual or 
private firm receiving deposits, dealing in hiindis or lending money.) 


1. State what you know, of the functions of the indigenous bank 

or banker in your district or province enumerating all kinds of business 
the bank or banker transacts. « 

2. How and to what extent does an indigenous bank or banker in 
your district or province assist in financing agriculture, trade and 
industry? 

3. State what you know of the organisation of the indigenous bank- 
ing system in your district or province with regard to 

(a) the amount of capital invested, 

( b ) the volume of their business, 

(c) their expenses, and 

(d) the relations between one indigenous bank and another and 

between indigenous banks and other banks in the country, 
{viz,, the Imperial Bank of India, the Joint Stock Banks 
and the Co-operative Banks). 

4. State what you know of the various forms of hundis and other 

credit instruments used by the indigenous banks and bankers and the 
extent of their use. Give sample copies of any of the hundis, promissory 
notes, deposit receipts, etc., used in your locality. ^ 

5. State what you know of the indigenous banker’s methods of 
granting loans and allowing cash credits and the terms and nature of 
these loans and cash credits. 

What are the means by which the indigenous banks and bankers- 
provide themselves with funds to meet their demands? 

What are the rates of interest allowed on various kinds of deposits 
received by them? 

6. What are the rates of interest either in money or in kind which 
the agricultural community has to pay at present to the indigenous 
banker? 

In what manner do you suggest these rates could be brought down 
by. better organisation? 

Would the reduction of such rates confer great benefit on the 
, agricultural community and increase its resources thereby leading either 
to arf s improvement in the standard of living or enabling them to spend 
more on agricultural improvements, better agricultural implements,. 
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7. Is there a prejudice in your locality against the indigenous* 
bankers ? 

Are tlfese hankers sufficiently protected- -in law? 

Is there any legal or other facility which can be extended to them?' 

» Are the dealings of this class of bankers with their clientele' 
conducted on sound lines? 

If not, indicate the existing defects, making suggestions for remedy- 
ing them. 

8. Would you suggest any means of making this class of bankers* 
more serviceable to the community? 

Could you suggest any means by which the indigenous banking 
system in India could be improved and consolidated? 

Do you recommend any special facilities to be given to this class- 
for this purpose? • 

What do von think would be the attitude of the .indigenous* banking 
community towards the introduction of any measures for regulating 
their operations and for giving publicity to the same? 

9. After making allowance for the legal expenses, management 
charges, losses through default and losses through foreclosure can you 
4g^ve an idea of the net return to the indigenous banks and bankers on 
their capital? 

10. Please state whether the indigenous banks and bankers are 
able to meet all demands for accommodation or whether they are obliged 
to refuse any either on account of the unacceptable nature of the security 
offered or owing to insufficiency *of their working capital? 

11. How in your opinion should the indigenous banking system 
be linked with the central money market and provincial capitals? 

Would you suggest the establishment of a branch of a Joint Stock- 
Bank, or a branch of a Central Reserve Bank, or a local bank with local 
directorate, in each district with which the indigenous banking system 
may . be connected? 

In what manner could such a bank inspire the confidence of the- 
indigenous bankers and be able to utilise the local knowledge and' 
experience of the latter? 

How is the competition of such a bank with the indigenous bankers 
to be avoided? 

12. Do you think there is a large amount of money in the district# 
in the hands of indigenous bankers which does not find employment 
throughout the year? 
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Do you think that owing to this cause any large amount of money 
is flowing to the provincial capitals either for long or for short periods? 

Do you think any kind of improvement in the organisation* of lending 
■ or borrowing can be made by which these funds instead of flowing to 
the provincial capitals would find remunerative employment in the 
districts and thereby benefit the districts? 

III. — Investment habit and attraction of capital. 

1. What are the existing banking resources in the province? 

Can you state the amount of additional capital , if any, required? 

What are the means or institutions in existence for encouraging 
savings and investment habit? 

Are the public provided with full facilities for the investment of 
•their savings ? * 

Can the existing facilities be improved in any way or extended in 
the smaller interior places? 

Can you give any useful information in regard to the habits of 
the people of India to invest in silver and gold? 

2. Are Postal Cash Certificates popular in your district or province* 
.and can any steps be taken to increase their popularity.? 

Do present interest rates of Cash Certificates require revision and 
do existing terms of issue in any way need change? 

Do Savings Banks afford all possible facilities to the public? 

What classes of population resort to such forms of investment? 

Can anything be done to attract other classes? 

Have you anything to say regarding the alleged competition of 
Government with Banking institutions and Bankers in regard to deposits 
,'by their attractive rates on Postal Cash Certificates and Treasury Bills? 

3. State the existing facilities for purchase and sale of Govern- 
ment securities afforded by Government, the Imperial Bank of India 
•and other Banks. Are you in favour of granting any special facilities to 
the small agriculturists and the small investors of the country to take 
up some form of Government security? If so, state what special 
facilities you recommend? 

State the existing facilities for purchase and sale of securities other 
Ahan Government securities, afforded by the various financial agencies. 


Can you indicate clearly the habits of various groups of people in 
your district or province with reference to monies which come into their 
hands by sale of produce or through any other cause? Where do they 
keep this money and for what purposes, and in what manner, do- 
they use it? 

Do the farmers lend to fellow agriculturists and on what terms? 
How do they invest surplus money in a prosperous year? Give any 
information you can regarding the amount, growth and distribution of 
capital among the indigenous population. 

4. State what you know 7 about the growth of cheque-habit. 

What has been the effect of the abolition of stamp duty on cheques?' 

What classes of population use cheques? Have you any sugges- 
tions to make for further promoting the cheque-habit payment of 

Government servants* and Bank employees above Bs. 100 by cheques)?* 

Have you any suggestions to make regarding the use of vernacular- 
scripts in banking? 

5. Do you support the view that the banking and investment habit- 
in India is of very slow 7 growth? 

If so, to what causes do yon attribute it? 

Have you any suggestions to make regarding the various possible 
means of educating the people of the country to invest their savings in 
productive undertakings (e.gn, propaganda by Government in regard to> 
Government loans for capital expenditure, etc.)? 

As far as you know, what has been the result of the opening of new 
branches in recent years by the Imperial Bank of India? 
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Fishing , a subsidiary occupation in certain area?, 364. 

General condition of, 27—32. 

. Ind genous bankers and, 436. 

Proportion of population engaged in, 22, 56. 

Rural industries as stabilising, 374. v 

Agriculture department : — 

Distribution of good seed on credit by, 30, 144. 

Agriculturists: — 

Loans Act, working of iaqavi system, 357-8. 

Moneylenders, 111, 117. 

Subsidiary occupations of, 67. 

Alternation of work and inactivity in agriculture, 366. 

Amalgamation of indigenous bankers, 461. 

Amateur moneylenders, 110 — 7. 

Ancestral debt, 85 — 7. 

Large amount of fresh debt due to, 85—7. 

Hindu and Muhammadan law, 334-5. 

Area : — 

Of the United Provinces, 22. 

Total cultivated, 56. 

Arhatia : — 

Activities of the, 123 — 8, 249, 251, 446. 

As a credit agency, 125 — 8, 446. 

Part played by, in marketing of produce, 249, 251. 

Artisan — Economic status of the, 396. 

Attraction of capital 

Proposals for, 518 — 25. 

Post office facilities, 519 — 24. 

Audit. — Need for improved, of co-operative societies, 309. 

Badni ka satta, the transaction described, 127, 260. 

Bania, village, nature of transactions of, 98-9. 

Banjara, description and dealings of, 109(1), 247. 

Bank (3) (and bankers) : — 

Association, 479. 

Commercial, rates for remittance, 509. 

Co-operative (see under Go-operative Banks and Go-operative Credit Societies ). 
Currency transfers and supply bills, preferential treatment in respect of, 526. 

Errors of, 338. 

Establishment of branches on “ Commandit ” principles, 463. 

Examiners, government, proposal for appointment of, 533. 

Imperial, 140, 509. 

Indigenous {see under Indigenous Banks and Indigenous Banking). 

Industrial, 402-4. 

Joint-stock, 138, 503, 529-32, Appendix to Chapter III. 

List of joint-stock. Appendix, to Chapter III. 

Number of, 498. 

Opening of new branches or new banks at places already fully supplied with banking 
facilities should be regulated, 529. 

Periodical branches or counters, suggestion for opening at certain places, 531-2. 
Reorganisation of, 468. 

Reserve, 481. 

Room in many places for, 530. 

Savings (see under Savings Banks). 
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Bankers’ Association, 479. 

Banking«agencies, 133 — 40. 

Banking facilities, existing, 498. 

Banking habit, 482. 

Banking legislation, desirability of, 533. 

Beechak ( invoice), 258. 

Behwabi, dealings of, 109(2). 

Beopari :• — 

Connecting link between peasant and market, 244. 

Manipulates prices, 255. 

Nature of business of, and part played by, 108, 118-20, 124, 249, 254, 257. 

Bhotiya trade, 540 — 51. 

Bill-broking houses, 407. 

Bills : — 

Of exchange, 479(1). 

Stamp duty on, 479(2). 

Black cotton soil, 19# 

Board of Economic Enquiry, for United Provinces, 559-67, also see pages 357-8.. 
Borrowing, objects of agricultural, 160-1. 

Bundelkhand : — 

Large proportion of fallow land in holdings, 57. 

Land Alienation Act, object and effect of, 318-9. 

Butchers (Behwaris), moneylending by, 109. 

Canals, Irrigation by, 36. 

^■•Calendar, Agricultural debtors’, 162 — 7. 

Capital : — 

Distribution of, 516. 

Investment habit and attraction of, Chapter XII. 

Lying dormant to large extent, 516. 

Of indigenous bankers, 424. 

Of moneylenders, 450. 

Peasants’ need for, 346. 

Proposals for attraction of, 518 — 25. 

Volume of, available and required for financing agricultural debt, 232 — 6. 

Cash balances of co-operative banks, treatment of, 314. ■ 

Cash certificates, Postal : — 

Classes which use, 501. 

Extent of issues and discharges of, 501, 

Proposals for popularizing, 520. 

Caste : — 

Effect of, on economic condition of peasant, 59, 62, 74 — SL 
Effect of, on indebtedness, 75 — 7. 

Effect of, on trade and industry, 78-9. 

Penalties, 84. 

Cattle, Condition of agriculturists’, 29. 

Cattle dealer (beopari). Nature of business of, 108. 

Central Bank, Co-operative Society and, 278. 

Central India Plateau : — 

Cultivatable area available, greater than in other divisions, 26. 

A Density of population, 23. 

Extent and soil of, 17. 

Large area covered by leans, 26. 

Charges, incidental, levied in certain markets, 265. 
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Cheque(s) — 

Acceptance of, in payment of government dues, 514. 

Accounts in post offices, proposal for opening of, 523. * 

Effect of abolition of stamp duty on, 513. 

Habit, 512. 

Use of, for government payments, 515. 

Civil Procedure Code. Proposed amendment of, 324. 

Classes : — . 

Of indigenous bankers, 413 — 6. 

Of other indigenous banking agencies, 443. 

Of moneylenders, 443. See Chapter III also . 

Clearing house : — 

Extension of facilities, 534. 

Provision of facilities a function of Reserve Rank, if constituted, 535. 

Clientele of indigenous bankers, 423. 

Coin, Return of, from circulation, and absorption, 485-90, 492-5. 

Committee : — 

Constitution of, 6. « 

External Capital, recommendation of, for institution of enquiry, 1. 

Origin of, 1-4. 

Oakden, 287-8. 

Terms of reference, 7. 

Common subsidiary employments, 363. 

Communications. Defective, responsible for existence of intermediaries between peasant 
and market, 244-5. 

Competition. Absence of, between co-operative and other banks and bankers, 311-2. « 

Concessions, Proposed, to co-operative societies, 315-6. 

Conditions of recognition of indigenous bankers, 469. 

Confidence in banks lacking, 483, 497. 

Consolidation of indigenous banks and bankers, 459-71. 

Constitution : — 

Of Committee, 6. 

Of proposed Board of Economic Enquiry, 563-4 (see also pages 357-8). 

Contracts, Forest, system of, 556 — S. 

Co-operation : — 

. Defined, 276. 

Educative value of, 348-9. 

Present situation in respect of, Chapter VI. 

Reasons for past failures of the movement, 289. 

Table showing progress of movement. Appendix I to Chapter VI. 

Co-operative bank(s) : — • 

Cash balances and reserves of, treatment of, 314. 

Competition between other banks and bankers and absence of, 311-2. 

Court of Wards and district and municipal boards should be permitted to deposit money- 
in, 315. 

Number and capital of, 142. 

Provincial, establishment of a, recommended, 308. 

Scheme for a provincial, Appendix II to Chapter VI. 

Co-operative credit societies : — 

Audit, need for improved, 309. 

Capital of, 142. 

Central banks, relation to, 278. 

Concessions, proposed, 315— 17. 

Condition of, 141-2, 
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Court fees, proposal for exemption of, 315-6. 

Dlftcultie3 in connexion with the making of loans, 292 — 5. 

Early, 283 — 6. 

Exemption of, from income tax and court fees, 315-6. 

Finance of, 307. 

Financial expert for, 310. 

Management of, 281, 

Marketing finance should be undertaken by, 259. 

Marketing societies, recommended, 268. 

Members, relation to one another and to the societies, 297 — 300. 

Members’ responsibility, 282. 

Moneylender as a co-operator, 303. 

Moneylenders, formation of societies of, 475. 

Reasons for past failures of the movement, 289. 

Sale agencies and stores, 304, 401. 

Supervisors, new class of, 290. 

Traders, formation of societies of, 305. 

Training, need for preliminary, to members, 291, 

CO-ORDINATION OP CREDIT AGENCIES, 481. 

The Reserve Eanjx 481. 

Cost of enquiry, 14. 

Cotton, Hypothecation of standing crops, 251. 

Counters. Suggestion for opening, at places offering periodical business, 531-2. 
Courts : — 

Discretion of, to reduce interest after suit, should be withdrawn, 324. 

Delay in realisation of decrees, and remedy, 325. 

Court pees. Exemption of co-operative societies from, 315-6. 

Court op wards, should be permitted to deposit money in co-operative banks, 315-6. 

‘Credit : — 

Agencies — 

General description of existing, Chapter III. 

Rural, 24—117, 443. 

Urban, 120—140, 443. 

Government, 141—5. 

Distribution of transactions according to medium, 178 — 82. 

Effect of new tenancy legislation on landlords’ and tenants’, 328 — 31. 

System, a tangled jungle of disorderly transactions, 9. 

Drops : — 

Hypothecation and disposal of, to moneylenders, 251. 

Principal, 37—40. 

Seasons for sowing various, 27, 37 — 40. 

Cultivated area, Correlation between density and, 26. * 

Cultivator : — 

Classes of, 46. 

Economic position of, 61 — 4, 339 — 43. 

Isolation of, 244. 

Rights of, 46 — 55. 

Currency : — 

. Chests, function of, 510, 526. 

Movements of, 485—96, and Appendix to Chapter XII. 

Transfers, relaxation of restrictions on issue of, 526. 

Customs. Social, effect on debt of, 80—7. 

Dairy industry, 365. 

Days. Number of working and idle days in agriculture, 361. 

Debentures, of provincial co-operative banks should rank as trustee securities, 315-6. 
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Debt : — t 

Agricultural — and credit. Chapter IV. * 

Amount of, per acre, 194. 

Ancestral, 85 — 7. 

Correction of figures to allow for landlords’, 174-5. 

Distribution of, by castes, 199 and pages 145-6. 

by holdings, 182-93, and page 141. 
by moneylenders, 200, and page 144. 
by objects, 168, and page 140. 
by period, 171 — 3. 

Economic holding and, 190 — 3. 

Inevitability of agricultural, 147. 

Landlords’, 198, 

Legal situation in respect of. Chapter VII. 

Method of estimating total volume of, Appendix II to Chapter IV. 

Productive long-term, 172(1). 

intermediate, 172(2). 
short-term, 172(3). 

Statistics and estimates of debt, Appendix I to Chapter IV. 

Substantial proportion of agricultural, financed by landholders, 112—4. 

Unavoidable intermediate, 172(4). # 

short-term, 172(5). 

Unproductive long-term, 172(6). 

Volume of, 201. 

Debtor and creditor. Relations between agricultural, 221-2. 

Decline of the small industry, 376. 

An illustration from weaving, 377. 

from embroidery, 393 — 5. 

Defects : — 

Marketing system, 260 — 2. 

Remittance system, 511. t 

Taqavi system, 357 — 9. 

Delay : — 

Disposal of suits for recovery of debt and realisation of decrees, 325. 

Loans by co-operative societies, 302. 

Density : — 

Correlation between cultivated area and, 26. 

Distribution of population by tracts, 24-5. 

Of population, 22 — 6. 

Deposits : — 

Extent of, in post office savings banks, 500. 

Seldom received by Indian capitalists, 483. 

Differences in prices between large and country mandis , due to inefficient marketing 
arrangements, 255, 

Discount rates of hundis, 433. 

Dishonesty. Complaints of, of lower court officials, 326. 

District and municipal boards, should be permitted to deposit money in co-operative 
banks, 315-6. 

Divisions, Natural, of United Provinces, 17. 

Dumping, Practice of, of agricultural produce, 261. 

East Satpuras ; — * 

Density of population, 23. 

Extent and topography of, 17. 

Economic data : — 

Eacilities for collecting, 561. 

Need for, 560. 



Economic enquiry 

Board of, for United Provinces, 559 — 67. ( See also pages 357-8). 

Facilities for making, 561. % 

Economic features, of United Provinces, Chapter II. 

Econgjixc holding. Minimum, 59 — 63. 

Economic status. Of the artisan, 396. 

Of the cultivator, 339 — 13. 

Educative value of co-operation, 348-9. 

Electric power : — 

Available for irrigation, 36. 

Hydro-electric development and village industries, 372. 

Supply of, to country towns, 70. 

Emigration : — 

From United Provinces, considerable, 68. 

Bemittances from emigrants a source of subsidiary income, 68. 

Emporium, Promotion of sales through provincial, 405. 

Encouragement of thrift by investment, 313. 

Enquiry : — 

Cost of 14. 

Economic, Board of, for United Provinces, 559 — -67 (see. also pages 357-8). 
Facilities for making, 561. 

Exchange banks, 139. 

Exemption of co-operative societies from income-tax, and court-fees, 315-6. 
Expenditure : — 

Marriage, 80 — 2. 

Of an average holding, 61. 

On ceremonies other than marriage, 83. 

Possible reductions of peasants, 347. 

Expert, Financial, in Co-operative department, need for a, 310. 

Exproprietary tenants : — 

Kinds and rights of, 51-52. 

Proposal to give restricted right of mortgage to, 333. 

Evidence : — (See volumes II, III and IV). 

Amount received, 12. 

Method adopted in dealing with, 12. 

Fairs, Periodical, in the Hills (Bageshwaiy Jonljibi, Thai), 538-9. 

Finance : — 

Indigenous, Chapter XI. 

Marketing, 256 — 8. 

Financial expert, in Co-operative department, need for a, 310, 

Fishing, a subsidiary industry, alternating with agriculture in certain areas, 364 
Fixed-rate tenants, 50. 

Flowers. Hypothecation of standing crops of, 251(c). 

Forest contracts, system of, 556 — 8. * 

Fragmentation of holdings, 65-6. 

Frontier trade, Nepal and Tibet, 536 — 58. 

Fruit farming and preserving, 367, 368. 

Futures, Dealings in, 260. 

Ghee, Marketing of, 251(4). 

Godowns, Hypothecation of, as security for advances, 258. 

Gold, Hoarding of, 496. * 

•Gold Saving-' Certificates, Issue of, recommended, 528. 
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Goods : — 

Extent to which advances are obtainable against, security of, 258. 
Movements of, 253. 

Government : — 

Credit agencies, 141 — 5. 

Dues, acceptance of cheques in payment of, 514. 

Influence of, on investment habit, 484, 497. 

Payments, use of cheques for, 515. 

Relations of proposed Provincial Board of Economic Enquiry with, 56G- 
Government treasurers, as bankers, 138. 

Grain : — 

Loans in, 204 — 6. 

Transactions, illicit gains in, 207-8, 

Habit(s) : — 

Banking, 4S2-3. 

Cheque, 512. 

Investment, Influence of Government on, 484, 497. Chapter XII* 

• Spending and investment, replacing hoarding, 495. 

Habitations, 20-21. 0 

Handicraftsmen. A chain of types of, 392. 

Hapur. System of marketing grain to the at, 252. 

Harhia : — 

Nature of business of the, 107. 

Rates of interest charged by, 107. 

Hills, Trade in the, 538 — 58. 

Himalaya, West : — 

Density of population, 23. 

Extent of the division, 17. 

Hindu law : — 

Ancestors 5 debts, 85 — 7. 

Risks to creditors arising from, 334-5. 

Hoards : — 

Hoarding the most common form of saving, 483. 

Payment of government dues by liquidation of silver, 487. 

Replacement of silver by notes, 494. 

Holdings : — 

Average, 56 — 63. 

Bundelkhand, 57. 

Distribution of, by size, 64. 

Economic, minimum, 59 — 63. 

Fragmentation of, 65. 

Income and expenditure of average, 61. 

Nature and size of, 56 — 66. 

Subdivision of, 57-8. 

Uneconomic, 58. 

Houses, Condition of village, 21. 

- Hydro-electric development and village industries, 372. 

Hypothecation : — 

Of crops, the Jchandsali system, 251, 

Of godowns as security for advances, 258. 
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Imperial Bank or India : — 

Advantages enjoyed by, 140. 

Gives no preference to banks and indigenous bankers in matters of remitta 
Number of branches, 140. ® 

Part played by, 140. 

Remittance facilities, rates charged for, 509. 

Incidental marketing charges, Variety of, 265. 

Income of an average holding, 61. 

Income-tax. Exemption of co-operative societies from, recommended, 315-6. 
Indebtedness : — 

According to size of holding, 182 — 93 and page 141. 

According to moneylenders, 200, and page 144. 

By caste groups, 199 and pages 145-6. 

In terms of rent, page 142. 

Of landlords, 198 and page 143. 

Of Muslims greater than of Hindus, 88. 

Indigenous banks and bankers Chapter XI. 

Absence of discount houses, 421. 

Accounts, System of, 434-5. 

Allied business of, 418. 

Amalgamation of, suggestion for, 461. 

Ancient banking* 409. 

As agents of commercial banks, 464. 

Banking in the Muhammadan period, 410. 

Capital of, 424. 

Classes of, (1) JcotMwais , 414. 

(2) sarrajs, 415. 

Clientele of, 423. 

Consolidation of, 459 — 71. 

Contact with the West, 411-2. 

Co-operative hank for, 466. 

Decline of, 441. 

Defects of the system, 442. 

Definition of, 407. 

Difficulties of indigenous bankers, 440. 

Discount rates on hundis , 433. 

Dishonour of hundis , 430. 

Estimates of capital, limitation of the, 425. 

History, 408. 

Hund's : — {a) darsham or demand bills, 

(b) muddati or usance bills, 428-9. 

Indigenous money market, 422. 

Market practices, 431. 

• Method or business — (1) Raising of funds, 426. 

(2) Lending (i) pronotes. 

(ii) bonds. 

(iii) mortgages. 

(iv) pledge of grain and other market 

commodities. 

(v) pawning of valuables. 

(vi) loans on bahi Jchatas, 427. 

Modern, 134-5, 417. 

Numbers, 410. 

Of the old land, 133. 

Organisation, 420. 

Rates of interest, 432. 

Relation of, to (i) agriculture, 436. 

(ii) trade, 437. 

(iii) industry, 438. 

Remittance operations of, 509. . 



Indigenous credit agencies, other than indigenous .banks and bankers 
Accounts, system of, 4«->b« 

Capital of, 450. ^ & * 

Classes of, (i) rural, 443. 

(ii) urban, 443. 

Defects, 45S. 

Methods of business of the urban moneylenders : 

(i) the sakiikar, 447. 

(ii) the arhatia. 

(iii) the qistwala, pawnbroker, etc., 447. 

Numbers, 449. 

Public opinion, 457. 

Rates of interest, 455. 

Relation to (i) agriculture, 451. 

(ii) trade, 452. 

(iii) industry, 453. 

With the Imperial bank and the joint-stock banks, 439, 454. 

Suggestions for improvement : — 

Inclusion of moneylenders in co-operative societies, 303, 474. 
Formation of a co-operative society of moneylenders, 302, 475. 
Licensing of moneylenders, 476. 

Rendering of accounts by moneylenders, 477-S. 

Miscellaneous : — 

(i) Rills of exchange, 470. 

(ii) Stamp duty, 479. • 

(iii) Rankers’ Association, 479. 

(iv) Minor recommendations, 479. 

Vernacular scripts, 480. 

Indigenous finance, Chapter XI. 

Indo-Gangetic Plain : — 

Central. Density of population, 23. 4 

Extent and soil of, 17. 

East. Density of population, 23. 

Extent and soil of, 17. 

West. Density of population, 23. 

Extent and soil of, 17. 

Industrial bank. Establishment of, recommended, 402 — L 
Industrial loans by Government, 145. 

Industries 

Agencies which finance small urban, 132(3). 

Agricultural, use of power in, 371. 

C ommon subsidiary, 363. 

Cottage, declining, 73. 

Decline of the small, 73, 376. 

Dairy industry, 365. 

Finance of small rural, 375. 

Fishing, 364. 

Fruit and vegetable, 367-8. 

Hydro-electric development and village, 372. 

Importance of some small-scale, 397—400. 

Introduction of new and expansion of existing, 373. 

Market gardening, 369. 

Organisation and finance of small rural, Chapter IX. 

Organisation and finance of small urban, Chapter X. 

Poultry farming, 370. 

Power, use of in agricultural, 371. 

Rural, as stabilising agriculture, 374. 

Special, 366. 

Uru&n, principal, 72-3. 

Vegeta Ie, 367. 

Weaving, 377-9. 



Inferior ^proprietors, Rights of, 48 — 50. 

Insolvency : — 

Complaints against law, 322. ' a 

Appointment of special judges, suggested, 322. * 

Insurance, Postal life, extension to general public in rural areas, recommended, 524. 
Intensive economic surveys carried out for committee, 10. 

Interest : — 

Discretion of courts to reduce, after suit, should be withdrawn, 324. 

Rates of, charged by indigenous bankers, 432. 

Rates of, charged by credit agencies other than indigenous banks and bankers, 455. 
Intermediary, Beopari as an, between peasant and market, 244. 

Investment : — 

Encouragement of thrift by, 313. 

Existing facilities for, inadequate, 504. 

Investment Habit — Chapter XII. 

Attitude of average Indian in regard to investment, 483, 497. 

Growth indicated by rise of tenant moneylenders, 495. 

Influence of Government on, 484, 497. 

Irrigation : — 

Area under, and methods of, 34 — 6. 

Canal, extension not possible, 36. 

Itinerant dealer, tl&, 3S0. 

Jat, description of the, 91. 

Joint-stock banks : — 

Agency of, should be used to sell post office cash certificates, 519. 

Facilities offered by, for purchase and sale of government securities, 503. 

List of, Appendix to Chapter III. 

Nature^ of business, 138. 

Number of, 138. {See also Appendix to Chapter 111.) 

Opening of new, 529 — 32. 

Kabuli (Punjabi, Mughal, Agha) : — 

Description of business and methods of, 106. 

Rates of interest charged by, 106. 

Kachcha arhatia : — 

Difference between pukka, arhatia and, 256. 

Part played by in marketing grain, 253, 256-7. 

Kans. Found extensively in Central India Plateau, 26. 

Karkhanadar : — 

As (i) his own financier and (ii) as contractor, 381 — 4. 

Relations between, and workers, 389 — 91. 

Khandsali. Nature of business of the, 109(4), 251. 

Kothiwal. Nature of business of the, 131. 

Kurmi. Description of the, 91. 

.Land: — 

Bundelkhand Land Alienation Act : — * 

Extension to other parts of province, undesirable, 243, 32 0. 

Object and effect of, 318-9. 

Land Improvement Loans Act, working of, 359. 

Mortgage (s) : 

Banks : ( See under Land Mortgage ). 

Kinds {a) Simple, 152. 

(6) Usufructuary, 152. 

Misuse of, as security for debt, 155. 

Variations in use of, as security for debt, 157. ^ 

Volume of debt secured on, 156. 

Tenure, system of, 44 — 55. 

Value, reduction of as result of changes in tenancy law, 328 — 30. 
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Landlords : — 

Agency from whom they borrow, 113. 

Agricultural debt, large proportion financed by, 112 — 4. 

Debt- * 

Correction of figures to allow for, 174. 

Estimate of indebtedness, 19S and page 143, 

Disadvantages attaching to loans to tenants by, 114. 

Effect of agricultural indebtedness on transfer of property, 237. 
Proportion indebted, 112. 

Land Improvement Loans Act, working of, 359. 

Land Mortgage(s) : — 

Bank (s) : — 

Long-term credit and, 4 350 — 6. * 

Other countries, 352. 

Provincial, scheme for, 350 — 8, Appendix to Chapter VIII. 
Suitable for rural monied class, 517(2). 

Classification of, 137. 

Distribution of, 138. 

Long-term credit and, 350 — 6. 

Kinds, (a) Simple, 152. 

(b) Usufructuary, 152. 

Misuse of, as security for debt, 155. 

Number and value of registered, page 139. 

Variations in use of, as security for debt, 157. r 

Volume of debt secured on, 156. 

Land mortgage bank(s). See under Land Mortgage . 

Land tenure. 1 System of, 44 — 55. 

Law, Hindu and Muhammadan : — 

Ancestral debt, 85 — 7. 

Peculiarities of, 85 — S, 334-5. 

Legal situation in respect op debt. Chapter VII, 

Legislation ; — 

Banking, 533. 

Regulated general markets, establishment of, 237. 

Tenancy, Origin and objects of, 45. 

Letters of credit. Travellers 1 , issue of, proposed, 523. 

Licensed warehouses, 270 — 4. 

■ Loans : — 

Co-operative societies : — 

Delay in making, 302. 

Difficulties in connexion with the making of, 292 — -5. 
Postponement of repayment when necessary, recommended, 301. 
Grain, 204—6. 

Ornaments, 217. 

Qistbandi, 217. 

Long-term credit and land mortgage bank, 350—3. 

MAHAJAN : — - . 

As (i) financier and (ii) co-ordinating agent, 385-6. 

Extent of operations of, 101. vyt-y;;;; ;i- : 

Nature of transactions of, 100-1, 

Mahal, kinds of, 44. 

Manure, Inadequate use made of, 31. 

Markets : — 

Difference between organised and unorganised, 250, 

Incidental charges levied in, 265. 

Periodical, 249. 

Regulated general, needed, 267. 
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Market gardening* as a subsidiary occupation, 369. 

Marketing : — 

Agencies, IIS — 2S. 1 

a Agricultural, Ch apter V. ® 

Arhatias, roles of, 249 — 58. 

*Kachcha , 252, 255. 

Paklca , 252, 255. 

Difference between kachcha and palcka, 255. 

Beoparis, role of, 244 — 53. 

Co-operative societies for, introduction of, 26S. 

Defects in system of, 260 — >6. 

Finance. (See under Marketing Finance). 

Incidental charges levied in markets, 265. 

Methods, recent changes in, 275. * 

Moneylenders and beoparis able to regulate agricultural, 244. 

Societies, co-operative, introduction of, 268. 

Marketing einance : — 

Co-operative societies should undertake, 259. 

Methods by which palcka arhatias obtain funds for, 25S. 

Present system of, 257. 

Suggestions for improvement in, 259. 

Trade bills should be more extensively used, 259. 

Marriage. Expenditure on, SO — 2. 

Merchants. Use of hiindis for remittance purposes by, 259, 509. 

Methods of raising fund* by indigenous bankers, 448. 

Middlemen ; — 

Itinerant, types of, 247. 

In urban industries : — • 

Causes of the prevalence of, 387-8. 

Types, 380 — 6. 

Military bankers, 137. 

MONEYLENDipt (s) : — 

Accounts : — 

Pen dering of, 477. 

System of keeping, 456. 

Agriculturist, 111. 

Amateur, 110 — 7. 

As a eo-operat.:r, 303. 

Bania , 94 — 9. 

Capital of, 450. 

Classes of, 443. 

Co-operative societies : — 

Formation of, 475. 

Inclusion in, 474. 

Distribution of debt according to , 200, and page 144. 

Errors of, 338. 

Horde of miscellaneous, 110. 

Illicit practices of, 220. 

Indigenous (see under Indigenous Banks and Bankers). 

Licensing of, 476. ' 

Mahajan, 97. 

Miscellaneous Rural (Beopari, Banjara, Behwari, Phemvala, Khandsali). Nature of 
business of, 109. 

Urban (qisiwala, pawnbroker, etc.), 132. 

Number of, 449. 

Peripatetic, 103 — 9. 

Professional, 94—9. 

Public opinion, 457. 

Qisiwala , 447. 

Regulation of operations of, proposed, 473 — 8. 

Salmkar , 445. 

Tenant, 115—7. * ^ 

Village, 94 — 6. ^ 

Zamindar , 112 — 4. 
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Money orders : — , 0 

Charges for, 509(5). 

Extent of, paid in certain districts, 6S* 

. Reduction of charges for, proposed, 5 21.. 

Mortgage :~~(See u nder Land Mortgage), 

Equitable, legalization of, recommended, 32*1. t * 

Usufructuary, automatic redemption within a fixed period,32L 
Value of usufructuary, 329. 

.'Exproprietary or occupancy tenant should be given. a restricted right of, 333. 

Mughal (Kabuli, Punjabi, Agba). Description of business and methods of, and rates of 
interest charged by, 106. 

Municipal boards should be permitted to deposit money in co-operative banks, 316. 
Muslim (s) : — 

Indebtedness of, greater than of Hindus, 88, 

. Law, risks arising from, 334-5. 

Natural divisions : — 

Of United Provinces, 17. 

Grouping of, into four major tracts, IS. 

Population, density of, 23. 

Negotiable instruments. Proposal to make postal cash certificates negotiable, 51s), 

Nepalese -trade : — 

British currency accepted, 553, 

Carried on in three ways, 552. 

Credit, how obtained, 554. 

Non- occupancy tenants, Rights of, 53-4. 

Notes : — 

Absorption of, 491 — 3. 

Increase in circulation of, 485. 

Not being hoarded, 495. 

Number op working and idle days. Account of, 361. 

Garden committee, 287-8. #. 

Occupancy tenants : — 

Kinds and rights of, 51-2. 

Proposal to give unrestricted right of mortgage to, 333. 

Occupations, subsidiary, of agriculturists, 67. 

Open prices, Sale of crops, 252. 

Opinion, Public, cf moneylenders, 457. 

Ornaments, Loans on security of, 217. 

Organisation : — 

Of small rural industries. Chapter IX. 

Of small urban industries, Chapter X. 

Oudfi Rent Act, Position of tenants under, 327 — 31. 

Pangea yats. Jurisdiction and power of, 78, 84. 

Pakka ARHATIA : — 

Difference between kachlui arhaiia and, 252, 256 — 7. 

Extent to which advances are obtainable against security of goods, 258. 

Methods of obtaining money for marketing finance, 258. 

Part played by, in marketing finance, 257. 

Pawnbrokers, 132(2). 

Peasant: — 

Hjs need for capital, 346. 

Possible remedies for improving financial position of, 345, 347. 

Poverty of, 344. 

Psychology and ignorance of, 89 — 92. 

Peasant proprietors. Indebtedness of 183, 185 and Appendix I to Chapter I V. 
Periodical markets, 249. 

Permanent tenure-holders, 50. 

Pheriwala, , ^9(3) . 



POPULATION : — 

Density®of, 22. 

Number of inhabitants in tlie province, 22. 

Proportion engaged in agriculture, 22, 56. 

Proportion of urban to rural, 69. 

Possible remedies in present system of agricultural credit. Chapter VIII.. 

Postal Insurance Fund : — 

Benefits offered by, 502, 524 — 5. 

Extension to general public in rural areas, recommended, 524-5. 

Extent of business done by, 502. 

Postal orders. Proposal for introduction of rupee, 522. 

Post office : — 

Cash certificates, 501. 

Classes which use, 501. 

Extent of issues and discharges of, 501. 

Proposals for popularising, 520. 

Cheque accounts, proposal for opening, 523. 

Insurance, extension^© general public in rural areas, recommended, 524-5.. 
Importance of, as a remittance agency, 509. 

Money order charges, reduction of, 522. 

Rupee postal orders, proposal for introduction of, 522. 

Savings banks : — , 

Classes which use, 500. 

Deposits in and withdrawals from, extent of, 500. 

Raising of deposit limits and rates of interest, proposal for, 519. . 

Opening of in every branch, impracticable, 504. 

Securities, facilities for j>urchase of, through, 504. 

# Travellers’ letters of credit, 523. 

Prices : — 

Difference in, between large and country mandis, 255. 

Village market prices governed by world prices through paklca arhatia , 256.. 
Secret settlement of, in markets, 266. 

Produce, practice of dumping, 261. 

Professional moneylenders, 94, 109. 

Promotion of sales. Provincial emporium, 405. 

Proprietors : — 

Rights of, 47. 

Inferior, 48 — 50. 

Provincial Board of Economic Enquiry, proposed, 559 — 67. 

Provincial Co-operative Bank, 308. 

Debentures of, should be included in fist of trustee securities, 3X5.. 
Establishment of a, recommended, 308. 

Scheme for proposed, Appendix II, Chapter VI. 

Psychology : — 

Indian peasant/ 89 — 92. 

Of the Jat, 91. 

Of the Kurmi, 91. 

Public opinion, of moneylenders, 457. 

Punjabi (Kabufi/Mughal,?Agha) : — 

Description of business and methods of the, 106. 

Rates of/nterest charged]by,f 106. 

Qistbandi, System explained, 104-5. 

Qistwala. Nature and ^extent of business of, 104, 105, 132(1). 

Questionnaire]*. — 

Simplified andfgiven wide publicity, 9. 

Standard questionnaire for provincial committees, .see Appendix,. 
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INDEX. 


Railways : — ,® 

Earnings, proposal for credit into deficit treasuries, 527, ^ 

Receipts, practice of supporting darshani handies with, 25S-9. 

Rainfall, season and extent of, 33. 

Regulated general markets, legislation for establishment of, recommended, 267. 
Relations between k.arioianadars and workers, 389 — 91. 

Remissions and suspensions of land revenue, a help also to the agriculturist, 143. 
Remittance : — 

Agencies, 509-10. 

Emigrants, a source of subsidiary income, 68. 

'Defects in .system, 511. 

Facilities, absence of, in many places, 511. 

Rent and revenue legislation, 327 — .32. 

Effect on credit, of new, 328. 

Repayment of. loans. Suggestion for postponement by co-operative societies, when, ne- 
cessary, of, 301. 

Reserve Rank, 481, 535. • 

Agencies of, 465. 

Institution of, recommended, 535. 

Reserves : — 

Tenantry possess large, 116. 

Treatment of cash balances and, of co-operative banks, 314. 

Rights of transfer. Proposal to give exproprietary or occupancy tenants restricted, 333. 

Rural industries. Chapter IX : — * 

Agricultural, use of power in, 371. 

As stabilising agriculture, 374. m 

Dairy industry, 365. 

Finance of, 375. 

Fishing and agriculture, 364. 

Fruit farming and preserving, 368. 

Introduction of new and expansion of existing, 373. 

Market gardening, 369. 

Poultry farming, 370. 

Vegetable, 367. 

Village, and hydro-electric development, 372. 

Rural reconstruction : — The problem of the future, 559. 

Societies for, should precede credit societies, 291. 

'Sahukar : — 

Nature of business of the, 102, 129. 

Rates of interest charged by, 102. 

Sale(s) : — 

Agencies and stores, co-operative, 304. 

Organising of, by co-operative societies, 401. 

Promotion of, through provincial emporium, 405. 

'SaRRAF(s) 

Kinds of, 130. 

Nature of business of, 130, 133. 

Saving(s) 

Ranks (see under Savings Banks). : 
lasting facilities for, inadequate, 504. 

Hoardip^the most common form of, 483, 497. 

Savings banks : — 

Classes which use postal, 500. 

Deposits &nd withdrawals in postal, extent of, 500. 

Deposit limits in postal, proposal for raising, 519. 

Rates of interest in postal, 519. 


'•Seasonal business, suggestion for opening periodical branches of banks or counters at 
place^ offering, 531-2. 

Seasons : — 

Rain-fall, 33. 

Sowing of various crops, 27, 37 — 40. 

Security 

Hypothecation of crops, 251. 

of godowns, 258, 
of ornaments, 133(2). 

Securities, government, purchase and sale of, .503. 

Seed. Distribution of, by the Agriculture department on credit, 30, 144. 

Silver : — 

Replacement of, by notes, 485. 

Return from circulation of, 485 —94. 

Return of, .from hoards, 494. 

Sir, Restriction on total holding of, 47. 

Small holdings : Under-employment in, 362. 


-Small investee : Requires development of existing investment facilities rather than more 
banks, 517. 

■Social system : Economic aspects of, 74 — 84. 

’Societies : — 

Co-operative (see under Go-operative Credit Societies). 

Marketing (see under Marketing). 

Moneylenders ( see under Moneylenders ). 

Sale (see - nder Sale). 

Traders (see under Traders ). 

•Soil : — 

Black cotton, 17, 19. 

Classification of, 19. 

*» Nature of, of the natural divisions, 17. 

Special industries, 366. 

Speculation, in grain markets, 127, 260. 

Stamp duty, Reduction of, on bills payable within six month?, recommended, 479. 
Cheques, effect of abolition of, on growth of cheque habit, 513. 

Statistics of debt. Appendix I to Chapter IV. 

•Statutory tenants : Impossibility of giving right of transferability to, 333. 

Sterling- postal orders : — 

Rates for, 509(5). 

Used as a means of inland remittance, 509(5). 

Stock exchange : Insufficient demand for, 503. 

Storage : — 

Licensed warehouses, 270 — 4. 

Methods of, 269. 

Subdivision of holdings, 57-8. 

Sub-Himalaya, east : — 

Density of population, 23. 

Extent and soil of, 17. 


Sub-Himalaya, west : — 

Cultivable area available, greater than in other divisions, 26. 
Density of population, 23. 

Extent of the division, 17. 


Subleases, 153-4. 


Subsidiary occupations, 67, 363. 



Sub-tenants : Xature of tenancy of, 55. 

SUGARCANE : — * 

An important crop, 40, 

Hy pothecation of standing crops, 251. 

Season for sowing, 27. 

Superior tenants : Kinds and rights of, 51-2. 

Supply bills ; — 

Charges for, 510. 

Relaxation of restrictions on issue of, 526. 

Use of, 510. 

Tables showing indebtedness of landlords and tenants, Appendix X to Chapter IV.. 
Taqavi : — 

Agriculturists’ Loans Act, 357. 

Amount given, insufficient, 22S. 

Collection, methods of, rigid, 229. 

Co-operative societies, distribution through, recommended, 316-7, 337. 
Corruption amongst lower staff, 230. 

Delay in distribution, 227. 

Distribution of seed as, 30. 

Distribution through co-operative societies, recommended, 316-7. 

Extent of, 143. 

Land Improvement Loans’ Act, 359. 

Preliminary enquiries, 226. 

Removal of restriction against giving advances to co-operative societies, 315-6.. 
System explained, 223 — 5. 


Taula : (weighman), Activities of the village, 248. 
Telegraphic transfers, 510, 526. 

TeNxINcy Acts, Origin and objects of, 45. 

Tenants : — 

Exproprietary, rights of, 51-2. 

Indebtedness of, 183, 185 and Appendix I to Chapter IV. 
Legal protection of, 45. 

Long-term credit of, 333. 

Moneylenders, 115 — 7. 

Occupancy, classes and rights of, 51-2. 

Ordinary, rights of, 53-4. 

Possess large resources, 116. 

Proportion of debt financed by, 115. 

Proposal to give restricted rights of transferability to, 333. 
Subtenants, nature of tenancy of, 55. 

Superior, classes and rights of, 51-2. 

Tenure, System of land, 41 — 55. 

Terms cf reference to committee, 7. 

Thrift : Encouragement of, by investment, 313. 


TrBET : — 

Bhotiyas, 539—51. 
Exports to, 542. 
Imports from, 543. 
Trade, 537—51. 

-r Finance, 546 — 51. 

Marketing, 537 — 545. 

Tour of Secr$&ary, II. 


Towns, 69 — 71. 

Country, 70. 

Trade bills, should be more 




used in marketing finance, 259- 
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XIX 


Trade 

: Bhotiya, 539— ^51. 

In the*hills and on the frontier, 537 — 58. 

Nepalese, 552 — 4. \ 

./Tibetan, 537— 51. , . 

Traders 

(Societies of, 305-8. 

Transfer of Property Act, Amendments suggested, 321. 

Transport, Means of, of produce to markets, 248, 

Travellers’ letters of credit, Proposal for introduction of postal, 523. 
Treatment of cash balances and reserves of co-operative banks, 314. 

Treasury balances, uses of, 510. 

Tube- wells. Electric power available for pumping water from, 38. 

Types of handicraftsmen, A chain of, 392. 

Types of middlemen in urban industries, 380. 

Itinerant dealers, 380. 

Karkhanaddr , 381 — 4. 

M aha j an, 385-6. 

Under-employment in small holdings, 362. 

Uneconomic holdings : — 

Definition of, 58. 

Point at which a holding becomes uneconomic is movable, 50, 

United Provinces Land Revenue Act, Effect of, 327. 

Urban banking agencies, 133 — 40. 

Urban industries : — 

Organisation and finance of small, Chapter X. 
m Types of middlemen in, 380. 

'Usurious Loans Act : — 

Complaints against, 323. 

Defects in, 323. 

Value. Reduction in land value as a result of changes in the tenancy law, 328 — 30. 
Village : — 

Bania, nature of transactions of the, 98-9. 

Makajan : — 

Extent of operations of the, 101. 

Nature of transactions of the, 100-1. 

Moneylender: — 

Description of, 94-5. \ 

• ; Indispensable ' in rural.- life,. '04 — 6. 

Of iwo classes, hindn and nwhajm, 97. 

Villages, Description of, 20. 

Vernacular scripts, 480. ® 

Weights and measures — . • 

Grain, false weighment of, 266. 

Inquiry with a view to standardization of, recommended# 26 4. 

Variety of local, 263. 


Withdrawals, Extent of, from postal savings banks, 500. 
Women. Pawnbroking a speciality of, in certain parts, 132 (2). 
Working days. Number of agriculturists’, 361. 

'Xamindar moneylender, 112 — 4. 




glossary. 


Abadi 
AM mad 
Angochha 
Arhar 
Arh at 

Arhaiia , arhatiya , arhtiya 
hachcha, 


-paklca 

Asami 

Badni kct satta 
Bahi 

Bahi khata . , 
Baisalck 
Bajra 
Banla 

Banja ra .** 

* Sphunri 
Be-iman 
Bejhar 
Beopari 
Bhang 
Bisaria 
Bohra 
Brinjal 
Brit 

Ohambeli 
C haras 

Chhatiak 

Chhut 

Chilean 

Chittha 

Baftar hharch 

Bailed 1 1 * 

Barshani hundi 
Barwan 
Bast garda 

Beodar 


or arhii 


Habitation, group of houses. 

Court clerk. 

Towel. 

Pulse, cytisns cajan , 

Commission agency, commission. 

Commission agent, broker. 

Who introduces a beopari to a purchaser. 

Proper commission agent. 

Client. 

A hath speculations. 

Account book. 

Ledger, book entries. 

Hindu month corresponding to April. 

A small millet, pennisetum typhoideum. ■ 

-Trader, moneylender. 

A clas; of carrier especially of grain, grain dealer. 

Creditor, moneylender. 

Faithless, dishonest. 

Mixed grain. 

A dealer, trader, moneylender. 

Dried leaves of the hemp plant. 

Grain-lender. 

A caste ; trader. 

%g plant. 

See jajmani. 

Jasmine. 

Rebate, 

Embroidered cloth. 

Rough account. 

Office expenses. 

Broker. 

Sight bill. 

Porter. 

Literally ‘ 
promise. 

The Himalayan cedar, cedrus libani. 


hand loan ”, loan secu £S ^-hy a verba 


11 
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Dsorhv 
Dhummshala 
■; l)harmada r: ' « , 

Dhnrna 

Dhoti 

Dmmni 

Ektei 

Pnqlr 

FnqirP ahhara 

■ ■■'Qdnja-. ; .. ■ . * v 

(.Hath I'kulai 

Garha 

Ohara 

Ohee 

O orail 

Ooshala 

Bota . , 

Gotawala . * 

Gumashta . . 

Cur 

Eaihiyat ' . ■ v; . . - 

Eandi 

Harkct, Harhia or Earia 

Bath udhar 

Eoli 

Himdi . * . * 

Hr 

Jajmmil 

Jhil 

Juar 

ICachcha arhatia 
Kahar 
Kamdani 
Bans 

Kapas 

Karchop 

Karda 

KarJchana 

KarJchanadar 

Karla 

Kartih 

KasJitilcar . . 

Katauti . . 

Katha 




One and- a -.half times. 

H&st-house. , * 

; Charity. ; / - 
■ Method.. of dunning, ■ 

Loin doth. 

"Two anna bit. 

A one-horse; cart. ■ 

Ascetic, beggar. • 

Group-- of faqirs under a leader. 

The - dried flower heads of the female hemp plant 
from which' the resin has not been removed. * 

/Opening of the purse. 

Coarse "cloth. 

Pitcher. 

Clarified butter. 

A village menial who works for the zemindar. 

Home for cows. 

Gold and silver thread work. 

Dealer in gala. • 

'Agent.. 

Unrefined Indian sugar, jaggery. 

Financial condition. 

Small earthen vessel. 

A gang of wandering usurers. I 

See dmt gurda. 

Hindu festival. 

Bill of exchange. 

Otto or attar, essence of rose or other flower. 

Circle of clients. 

A marsh, shallow lake. . . ’ . . 

The large millet, andmpogon sorghum. 

See under arhatia , 

Water carrier. 

Embroidery or embroidered cloth. 

A coarse, deep-rooted grass weed, sacchannn sponfa* 

■ mum. - ■ ■ 

Cotton with seed still adhering, unginned cotton. 
Embroidery. 

Dust. 

Workshop* 

Master artisan. 

Agent, manager. 

Hindu month corresponding to October. 

Cultivator, 

Discount, 

Sacred recitation. 




, KhmdsaU 
Khar if 

";^*Khashha-a. 
Khatti 
■Khewai 
Khudhisht 
■ Kolk-u ■ 

Kothd' 

. 'Kothi 
KotMwcd or 
, , Kuar . 

: Larhiimn 
Lilia f 
Mahajan 
Mandi 

' ' MnddaM kund 
Munim 
Nazrana 
Padhan 
Pdinth 
Pakha arhatia 
Palladari 
%iHttn{}hayatj . 


* Panchayat sarrafa 
Punch 
Patti 
Pattidar 
Pheriwala 
Purdah 
Purdanashin . 

PurohiU 
Qist 

Qistbandi 
Qistia 
Qistwala 
Rabi 

Ram Lila 

Rojahi 
Rozai 
Palm 
Sahukar 
Sahukar i 


kothmal sar 


• . Dealer in st^gar. 

«. Cold weather* harvest. 

• • A sweet scented grass root, andropoqpn m»rieal,m 

.. Grain pit. 

*• A record of proprietary rights. 

• * ZmmndaPs cultivation. 

. * Pressi ng mac h i ne . 

. . Bam. 

•• Business firm. 
r/ f .. Big banker. 

“ Hmdu month corresponding to September. 

• . Cartman. 

• . Quilt. 

. • A creditor, banker, moneylender. 

* . Market. 

• * Usance bill. 

. • * ' Agent, : clerk. ...... 

. . Present, brokerage, double option. 

• * Village headman. 

. . r Periodical market. 

** See under arhatia , 

Porterage. 

- *-!• “ 
to o«.«. o, „ 

• • ! ^ ee sarrafa panchayat. 

• • Member of a panchayat. 

. . Share. 

• • Co-sharer, petty landholder. 

• • Pedlar, hawker. 

.. Veil. 

" woman who lives in seelu- 

• . Priestly dues. 

“ “‘ W uf on the instalment 

-*• Instalment system. 

.. Moneylender lending on the instalment System 
>See qistia. 1 

Hot weather crop. 

'• T M”r"‘ ry B “‘ v >«»>• »>» E„«„, . 

*• Daily, a kind of q 1st.. 

* • See rojahi. .... . 

•* , Bee sahukar. ^ 

” Lit. honest man, moneylender, ICTocer. 

• . Banker’s business. 


GLOSS ABA. 


IV 

Salami 

Sami 

Sarraf 

Sarrafa pa m Imya t 

Sarrafi 

Saivai 

Bhmddha 

Singhara 

SipaM 

Sup 

SuraM 

Tahiqdar 

Tami 

Taqati 

Tat 

Tavla 

Tola 

Toshakhana , . 
Wagf 
Zamindar 
Zamimiari , „ 
Zardozi ' ■ . . 


She nazmtui. 

r 

Hemp, eroiakiria jancm. 

Banker. 

f 

•Banker’s council of live. 

Banker's script. 

and a quarter times, 

'Hindu ceremony in honour of the departed spirits ot 
dead relatives. 

Watermit. 

Orderly. 

A coarse sieve used for winnowing grain. 

Earthen pitcher. 

A landlord in Oudh with special rights. 

Lowlands, submontane tract. 

State loan for” agricultural purposes. 

Sacking. - 
Weighman. 

1/5 chhattak. 

A store-room for valuable, articles, trear-r-re hon«e. 
Gift of pro pent v. 

Landlord. 

Proprietorship of land. 

Gold and silver work. 







